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Commissoner:
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underwriting, claims and genera business practices of the title insurance business of Transnation
Title Insurance Company has been conducted. The Company’ s records were examined &t its
Colorado State Administrative Offices located at 1099 18™ Street, Suite 600, Denver,
Colorado.

The examination covered a one-year period from January 1, 1999 to December 31, 1999.

A report of the examination Transnation Title Insurance Company is herein respectfully
submitted.

Duane G. Rogers, Esg. &
J. Reuben Hamlin, Esq.
Independent Market Conduct Examiners
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COMPANY PROFILE

Transnation Title Insurance Company, hereinafter referred to as “the Compary”, isawhally
owned subsidiary of Land America, aVirginia Corporation. The Company is authorized to
write title insurance coverage in Colorado and was firgt licensed in the State of Colorado on
November 27, 1995.

The Company, an Arizona corporation, is the successor by merger to Transamerica Title
Insurance Company, a Cdifornia company first incorporated on March 26, 1910. The
Cdifornia corporation changed its domicile to Arizonain 1995 and the name was changed to
the Company’ s current name.

The Company is engaged in the title insurance business on a nationwide basis and, islicensed as
atitleinsurer in 40 states and the Didtrict of Columbia. The Company’ s ultimate parent, Land
America, isaholding company for agroup of title insurersincluding Commonwedth Land Title
Insurance Company, Transnation Title Insurance Company, and Lawyers Title Insurance
Corporation.

Although incorporated in Arizona, the Company maintainsit's nationd headquartersin
Richmond, Virginiaand provides title insurance nationwide through independent agents and
direct operations. A mgority of Colorado businessiswritten by direct operations, however,
the Company providestitle services throughout Colorado through afew independent agencies
which accounted for 15% of the Company’s direct premium written in Colorado during 1999.
Underwriting review and Claims adjustment are conducted through various divisona offices
located throughout the United States. Colorado underwriting operations are managed through
the Company’s Denver Office. Colorado clams are handled in the Company’ s Regiona
Claims Office located in Sedttle, WA, however, some clams were administered out of the
Company’ s Denver Office during theinitiad period of the examination.

For the calendar year 1999 the Company reported $17, 534,253 in direct premiumsin
Colorado representing 8.8% of the totad Colorado title insurance market. Direct title premium
in Colorado written through direct operations and &ffiliates totaled $14,912,860. Direct title
insurance premiums written through nonaffiliated agents totded $2,639,242.

! The Company’s predecessor, Transamerica Title Insurance Company of Colorado was authorized and
operating in Colorado as early as 1964.

2 Figure representing direct premium written provided by the Company as reported inits Schedule T of Form
9 of the Company’ sannual statement. Figure representing market share provided by the Company.
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PURPOSE AND SCOPE OF EXAMINATION

This market conduct report was prepared by independent examiners contracting with the
Colorado Divison of Insurance for the purpose of auditing certain business practices of insurers
licensed to conduct the business of insurance in the State of Colorado. This procedureisin
accordance with Colorado Insurance Law 8 10-1-204, C.R.S., which empowers the
Commissioner to supplement his resources to conduct market conduct exams. Thefindingsin
this report, including al work product developed in the production of thisreport, are the sole
property of the Colorado Divison of Insurance.

The market conduct examination covered by this report was performed to assist the Colorado
Commissioner of Insurance to meet certain statutory charges by determining Company
compliance with the Colorado Insurance Code and generdly accepted operating principles.
Additiondly, findings of a market conduct examination serve as an ad to the Divison of
Insurance s early warning sysem. The intent of the information contained in this report isto
serve only those purposes.

This examination was governed by, and performed in accordance with, procedures developed
by the Colorado Divison of Insurance based on the National Association of Insurance
Commissioners Modd Procedures. In reviewing materid for this report the examiners relied
primarily on records and materid maintained by the Company and its agents. The examination
covers one year period of the Company’s operations, from January 1, 1999 to December 31,
1999.

File sampling was based on review of sysematicaly sdected samples of underwriting and
clamsfiles by category. Sample sizes were chosen based on guidance from procedures
developed by the National Association of Insurance Commissioners. Upon review of each file,
any concerns or discrepancies were noted on comment forms. These comment forms were
ddivered to the Company for review. Once the Company was advised of afinding contained in
acomment form, the Company had the opportunity to respond. For each finding the Company
was requested to agree, disagree or otherwise justify the Company’s noted action. At the
conclusion of each sample, the Company was provided a summary of the findings for that
sample. Thereport of the examination is, in genera, areport by exception. Therefore, much of
the materia reviewed will not be contained in this written report, as reference to any practices,
procedures, or files that manifested no improprieties were omitted.

An error tolerance leve of plus or minus $10.00 was dlowed in most cases where monetary
vaues were involved, however, in cases where monetary val ues were generated by computer or
system procedure a $0 tolerance level was applied in order to identify possible system errors.



Additionaly, a $0 tolerance level was applied in instances were there appeared to be a
congstent pattern of deviation from the Company’s rates on file with the Colorado Divison of
Insurance.

This report contains information regarding exceptions to the Colorado Insurance Code. The
examination included review of the following seven Company operaions.

Advertisng

Complaint Handling.

Agent Licenang.
Underwriting Practices.
Rate Application.

Claims Settlement Practices.
Financid Reporting

Noak~wbdrE

All unacceptable or non-complying practices may not have been discovered throughout the
course of thisexamination. Additiondly, findings may not be materid to al areas which would
serve to asss the Commissioner. Failure to identify or criticize specific Company practices
does not congtitute acceptance by the Colorado Division of Insurance of such practices.

This report should not be construed to endorse or discredit any insurance company or insurance
product. Statutory cites and regulation references are as of the period under examination unless
otherwise noted. Examination report recommendations which do not reference specific
insurance laws, regulations, or bulletins are presented to encourage improvement of company
practices and operations and ensure consumer protection.

Examination findings may result in adminidrative action by the Divison of Insurance.



EXAMINATION REPORT SUMMARY

The examination resulted in atotd of seventeen issues, arising from the Company’ s apparent
noncompliance with Colorado statutes and regulations concerning al title insurers authorized to
transact title insurance business in Colorado. These seventeen issuesfdl into five of the seven
categories of Company operations as follows:.

Complaint Handling:

In the area of complaint handling, one compliance issue is addressed in thisreport. Thisissue
arose from Colorado statutes and regulations which require insurers offering coveragein
Colorado to adopt and implement procedures for addressing and responding to consumer
complaints and requires al insurers to maintain a complete complaint register. With regard to
thisissue, it is recommended that the Company review its complaint handling procedures and
amend those procedures to assure future compliance with applicable Colorado laws.

Underwriting Practices:

In the areaof underwriting, seven (7) compliance issues are addressed in thisreport. These
issues arose from Colorado statutory and regulatory requirements which must be followed
whenever title policies are issued in Colorado. The incidence of noncompliance in the area of
underwriting exhibits a frequency range between 10% and 67%. With regard to these
underwriting practices, it is recommended that the Company review its underwriting procedures
and make the necessary changes to assure future compliance with gpplicable statutes and
regulations as to al seven (7) issues.

Rate Application:

In the area of rating, five (5) compliance issues are addressed in thisreport. Theseissues arose
from Colorado statutory and regulatory requirements which must be followed whenever title
policies are issued in Colorado and whenever title insurers or the insurer’ s agents conduct regl
estate or loan closing and/or settlement service for Colorado consumers. The incidence of
noncompliance in the area of rating demondirates an error frequency between 4% and 85%.
With regard to the five (5) compliance issues addressed in relation to the Company’ srating
practices, it is recommended that the Company review its rating manuas and procedures and
make the necessary changes to assure future compliance with applicable statutes and regulations
asto dl five (5) issues.




Claims Settlement Practices:

In the area of claims settlement practices, three (3) compliance issues are addressed in this
report. These issues arise from Colorado statutory and regulatory requirements dedling with the
fair and equitable settlement of claims, payment of claims checks, maintenance of records,
timeliness of payments, accuracy of clam payment cdculaions, and delay of daims. The
incidence of noncompliance in the area of claims practices shows a frequency range of error
between 6% and 42%. Concerning the three (3) compliance issues encompassing Company
clams practices, it is recommended that the Company review its clams handling procedures
and make the necessary changes to assure future compliance with gpplicable statutes and
regulations asto al three (3) issues.

Financial Reporting:

In the area of financid reporting and other miscellaneous compliance issues, one compliance
issuesis addressed in thisreport. Thisissue arose from specific Colorado statutory and
regulatory requirements requiring title insurers to file certain financia data and to provide annua
datigtica judtification and data to support title insurance rates used in Colorado. With regard to
thisissue, it is recommended that the Company review its annud filing procedures and make the
necessary changes to assure future compliance with applicable satutes and regulations.




PERTINENT FACTUAL FINDINGS

Market Conduct Examination Report
of
TRANSNATIONTITLE
INSURANCE COMPANY




PERTINENT FACTUAL FINDINGS

Rdding to

COMPLAINT HANDLING PROCEDURES
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Issue A: Failureto maintain minimum standardsin arecord of written complaints.

Section 10-3-1104(1), C.R.S,, requires al insurance companies operating in Colorado to
provide for complaint handling procedures and provides that:

(i) Falure to maintain complaint handling procedures. Failing of any insurer to
maintain a complete record of dl the complaints which it has received since the
date of its last examination. This record shdl indicate the total number of
complaints, their dassfication by line of insurance, the nature of each complaint,
the dispodtion of these complaints, and the time it took to process each
complaint. For purposes of this paragraph (1), “complaint” shal mean any
written communication primarily expressing a grievance.

3 CCR 702-6(6-2-1) Attachment A promulgated pursuant to the authority of 88 10-1-109,
10-3-1110, and 10-11-118, C.R.S,, stsforth the minimum information required to be
maintained by insurance companiesin their respective complaint regsters as follows:

Attachment A. Minimum Information Required in Complaint

Record
Column Column Column Column Column Column Column Column
A B C D E F G H
Company Func Reas LineType Company Date Date Closed  Insurance State of
Identificatio  tion  on Disposition Received Department  Origin
n Number Cod Code after Complaint
e Complaint

Receipt

Examination of the Company’s complaint record effective for the period under examination
demongrated the Company was not in compliance with al of the requirements of 3 CCR 702-
6(6-2-1). Specificaly, Colorado Insurance Regulation 3 CCR 702-6(6-2-1), under Column
H, the regulation specificaly requires that “[t]he complaint record shal note the state from which
the complaint originated. Ordinarily thiswill be the state of the residence of the complainant.”
The Company’s Complaint Log, however, did not contain a column indicating of origin of the
complaint.

Under Column G, the regulation requires complaints to be classified to indicate if the origin of
the complaint was from the Colorado Division of Insurance or whether the complaint was
received otherwise. The Company’s complaint record did not include a column specifying
whether complaints originated with the Divison or not.

Under Column B, the regulation requires complaints to be classified by Company function (i.e.
underwriting, marketing and sales, clams, policyholder services). Although the Company’s
Complaint Log contained a column entitled the “nature of the complaint” or areason column,
the Company’s Complaint Log did not included a Column B function code as such is identified
and defined by 3 CCR 702-6(6-2-1).
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Under Column C, the regulation requires company complaint registers to indicate the line type.
Complaints are to be classified according to the line of insurance involved. Although title
insurers are only authorized to write title insurance in Colorado and, therefore, dl complaints
would mogt likely be classified astitle insurance line type complaints, the Company’s complaint
regiger should have included a column indicating the line type, however, the Company’s
complaint log did not.

In addition the Company’ s complaint register was void of any complaints and the Company
indicated that it did not have any complaints for 1999. Despite the Company’s contention thet it
did not receive any complaints for the caendar year under examination January 1, 1999 to
December 31, 1999, areview of complaints received againgt the Company by the Colorado
Divison of Insurance demongrated that the Divison received two (2) complaints againgt the
Company during the period under examination. Further review of the Divison's records
indicated that the Company had knowledge of the complaints. Specificdly, in the course of
handling the complaints the Colorado Division of Insurance forwarded the complaints to the
Company and the Company subsequently acknowledged receipt of the complaints during the
period under examination. The Company’sfailure to maintain acomplete record of al written
complaints received by the Company is not in compliance with Colorado law.

Recommendation #1:

Within 30 days, the Company should demondtrate why it should not be considered in violation
of the requirements set forth in 3 CCR 702-6(6-2- 1) adopted pursuant to the authority of 88
10-1-109, 10-3-1110, and 10-11-118,C.R.S. In the event the Company is unable to provide
such documentation, it should be required to provide evidence that it has amended its complaint
register to include the omitted information and that the Company’ s complaint register isin
compliance with the minima requirements of the Colorado regulation.
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Issue B: Failureto provide written notification to prospective insureds of the
Company’s general requirementsfor the deletion of the standard exception or
exclusion to coveragerelated to unfiled mechanic's or materialman’sliens and/or the
availability of mandatory GAP coverage.

Colorado Insurance Regulation 3 CCR 702-3 (3-5-1)(VII), adopted in part pursuant to the
authority granted under 8810-1-109 and 10-3-1110, C.R.S,, states in pertinent parts:

(C) Every title entity shal be respongble for dl matters which appear of record
prior to the time of recording whenever the title entity conducts the closing and
is respongble for recording or filing of legd documents resulting from the
transaction which was closed.

(L) Eachtitle entity shdl notify in writing every prospective insured in an owner's
title insurance policy for a sngle family residence (induding a condominium or
townhouse unit) (i) of thet title entity's generd requirements for the deletion of an
exception or excluson to coverage rdating to unfiled mechanics or
materidman’s liens, except when said coverage or insurance is extended to the
insured under the terms of the policy and (i) of the circumstances described in
Paragraph C of Article VII of these Regulations, under which circumstances the
title insurer is respongible for al matters which appear of record prior © the
time of recording (commonly referred to as " Gap Coverage’).

The Company’ s standard printed schedule B policy exceptions contain the following generd
exdusonary language for al unfiled mechanic or materidman’sliens

This policy does not insure againgt loss or damage (and the Company will not
pay costs, atorney’s fees or expenses) which arise by reason of:

4 Any lien, or right to a lien, for services, labor or materid heretofore or
hereinafter furnished, imposed by law and not shown by the public records.

A review of the Company’s underwriting and rating manuas demongtrated that, during the
period under examination, the Company offered coverage for unfiled mechanic’s and
materidman’sliens. Such coverage was available through the Company via deletion of the
printed exceptions, an extended coverage endorsement, or by using Company endorsement
110.1 or 110.2 which insured over particular named exceptions. In addition, areview of
Company underwriting and escrow files demongirated that, during the period under
examination, the Company conducted severa closings in coordination with the issuance of title
insurance policies insuring title to Sngle family dwellings. Asindicated by the Regulation cited
above, whenever atitle insurer or its agent conducts aclosing in relation to atitle policy issued
and is responsible for recording the documents resulting from the red estate transaction,
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Colorado Insurance Regulation 3 CCR 702-3(3-5-1)(VI1)(L) mandates coverage for dl
matters appearing of record prior to the time of recording (GAP coverage).

The following sample demondirated thet, athough the Company offered coverage for unfiled
mechanic’s and materidman’s liens and was often responsible for the regulatory mandated GAP
coverage, the Company failed to make the appropriate written disclosures regarding its generd
requirements for deletion of the Company’ s standard exception for unfiled mechanic’ s or
materidman’s liens and/or failed to provide notice of the existence of GAP coverage where
such notices were required:

TITLE POLICIESISSUED
January 1, 1999 through December 31, 1999

Population Sample Size Number of Per centage to
Exceptions Sample
44,376 100 41 41%

An examination of 100 systematicaly selected underwriting and accompanying escrow files,
representing .23% of dl title policies issued by the Company in Colorado during the period
under examination, showed 41 exceptions (41% of the sample) wherein the Company issued
title insurance policies providing owner’ s coverage for risks associated with the title transfer of
sngle family residences, condominiums or townhouses in Colorado. Each policy excepted
coverage for unfiled mechanics or materidman’s liens and/or GAP coverage. Coverage for
unfiled mechanic’s or maeridman’s liens was avail able through the Company by endorsement
and, asthe Company or its agent conducted the closing in each instance, GAP coverage was
mandated by law. However, in each instance the Company was unable to provide
documentation that it provided its prospective insureds with written notice regarding the
availability and/or prerequisites of such coverages as required by 3 CCR 702-3 (3-5-
D(VIN(L).

The 41% error frequency reported here is augmented by the fact that only 41 of the 100
policies reviewed were subject to this standard and required the written disclosure pertaining to
the unfiled mechanic's lien and GAP coverages. Specificdly, only 41 of the 100 files reviewed
were owner'stitle insurance policies insuring single family resdences in which the Company, or
its agent, conducted the red estate closing and was responsible for recording the documents of
conveyance and did not have Owner’s Extended Coverage or an endorsement removing the
generd exception or exdusion for unfiled mechanic or materidman s liens and GAP coverage.
Therefore, the written disclosures were only required in 41 of the 100 filesreviewed. The
Company failed to make the requisite disclosuresin dl 41 files which demondtrated that,
whenever the written disclosures were required, the Company’ s error frequency was 100%.
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Recommendation #2:

Within 30 days, the Company should demondirate why it should not be considered in violaion
of 810-3-1104(1)(a) and (1)(a)(I), C.R.S., and 3 CCR 702-3 (3-5-1)(VII)(C) and (L). Inthe
event the Company is unable to provide such documentation, it should be required to provide
evidence that it has amended its underwriting guidelines, agency agreements or other Company
procedures necessary to implement the requisite change o that those procedures and guiddines
include a requirement that will assure the Company will provide prospective insureds with
written notification of the Company’s generd requirements for the deletion of the Company’s
generd exception or excluson to coverage for unfiled mechanic’ s liens and GAP coverage.

In addition, the Company should be required to perform a sdlf audit of al claims denied due, in
whole or in part, to the general exception or excluson contained in the title policy for unfiled
mechanic or materidman’sliens. The salf audit should cover a period from January 1, 1999 to
present. After identifying the target denids, the Company should be required to accept liability
for dl damsidentified by the audit in which the Company failed to provide the requisite written
notice.
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Issue C: Misrepresenting the benefits, advantages, conditions or terms of insurance
policies by omitting applicable endor sements.

Section 10-3-1104(1), C.R.S. defines certain unfair methods of competition and unfair or
deceptive acts or practices in the business of insurance:

() Migrepresentations and false advertising of insurance policies: Making, issuing,
circulaing, or causing to be made, issued, or circulated, any estimate, circular,
statement, sales presentation, omission, or comparison which:

M Misrepresents the benefits, advantages, conditions, or terms of any
insurance palicy; . . .

A review of the following sample demonstrated that, whenever the Company issued a
title insurance policy in Colorado during the period under examination, the Company
faled to identify, itemize or list policy endorsements in a declarations page or otherwise
include such information within the written terms of title insurance policiesissued.

TITLE POLICIESISSUED
January 1, 1999 through December 31, 1999

Population Sample Size Number of Percentage to
Exceptions Sample
44,376 100 68 68%

An examination of 100 systematicdly sdected underwriting and accompanying escrow files,
representing .23% of dl title policies issued by the Company in Colorado during the period
under examination, showed 68 exceptions (68% of the sample) wherein the Company omitted
gpplicable endorsements. In al 68 exceptions the Company issued title insurance policies
without itemizing the inclusive endorsements on a policy declaration page or otherwise disclosing
such information within the written terms of the title insurance policy issued.

Furthermore, areview of the Company’s policy forms demongtrated that only 1 of the 7 most
common title insurance and title guarantee policy forms used by the Company in Colorado
during the period under examination contained a declarations page or policy jacket which
included a section for itemizing endorsements. Specifically, the policy jacket for the ALTA
Short Form Residential Loan Policy, issued by the Company to lendersin coordination with
permanent loans secured by resdentid property of one to four family dwellings, contained a
checklist to indicate endorsements incorporated into the policy issued.

Other than the short form discussed above, the Company’ s routine method of notifying
prospective insureds of the endorsements requested by an insured for inclusion in the
prospective title insurance policy was to provide a satement of charges at the top of the
respective insured/applicant’ sinitid commitment papers.
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Upon issuing the title insurance policy the terms of the last update of the commitment were
incorporated into the title policy, however, the Company omitted the listing of inclusive
endorsements that appeared within the terms of the origind commitment papers. Therefore,
upon issuance of the policy, any endorsements or riders were not listed or otherwise itemized
within the terms of thetitle policy issued. In addition, the only indication that an endorsement or
rider amended a particular policy was gpplication of a Company practice requiring the issuing
agent to place a copy of the endorsement or rider behind the Company’s copy of thetitle policy
maintained in the underwriting file. The endorsements were not otherwise “ attached” to the
policy and the pages of the policy were not numbered (i.e. 1 of 1) to identify the length of the
policy or otherwise identify the existence of any endorsements or riders.

Recommendation #3:

Within 30 days, the Company should demonstrate why it should not be consdered in violation
of 810-3-1104(1)(a)(I), C.R.S. Inthe event the Company is unable to provide such
documentation, it should be required to provide evidence that it has amended its policy forms
and endorsements and underwriting guidelines and procedures and any other requisite Company
operations o that dl title policiesissued by the Company incorporate alisting of any
endorsements and/or riders on the policy declaration page or within the terms of the policy asto
al future policiesissued by the Company.
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Issue D: Failing to adopt, print, and/or make available to the public complying
schedules of rates, feesand chargesfor regularly issued title insurance policies and/or
regularly rendered closing and settlement services.

Colorado Insurance Regulations 3 CCR 702-3(3-5-1(1V)(A)-(C) and (F)) adopted pursuant in
part to the authority granted under 88 10-1-109, 10-3-110, 10-11-118, and 10-4-401 et seq.,
providesin pertinent parts:

IV. SCHEDULE OF RATES, FEES AND CHARGES - TITLE
INSURANCE POLICIES

A. Every title insurer shdl adopt, print and make avalable to the public a
schedule of rates, fees and charges for regularly issued title insurance policies
including endorsements, guarantees and other forms of insurance coverages,
together with the forms gpplicable to such fees.

B. Aslong as it remains effective, such schedule shal be made readily avallable
to the public and prominently displayed in a public place in each of the offices of
the title insurer or its agent in the particular county to which they rdae. On
individual request, copies of such schedules shall be furnished to the public.

C. Such schedule shdl show the entire charge to the public for each type of title
policy regularly issued by the insurer, either by a satement of the particular
charge for each type of policy in given amounts of coverage, or by a satement
of the charge per unit of the amount of coverage, or a combination of the two.

F. Such schedule shall be printed in type no smaler than ten (10) point and shall
be dated to show the date it becomes effective.

Colorado Insurance Regulations 3 CCR 702-3(3-5-1(V)(A), (B), and (E)) provide:

V. SCHEDULE OF FEES AND CHARGES - CLOSING AND
SETTLEMENT SERVICES

A. BEvery title entity shdl adopt, print, and meke available to the public a
schedule of fees and charges for regularly rendered closng and settlement
services.

B. Such a schedule shal show the entire charge to the public for each type of
closng and settlement service regularly rendered by the title entity, either by a
gtatement for each type in given amounts or by statement of the charge per unit
of the amount of the transaction, or acombination of the two.
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E. Such schedule shdl be printed in type no smdler than ten (10) point and shall
be dated to show the date it becomes effective.

Upon inception of the examination, the examiners requested the Company to produce any and
al agency specific rate manuas and/or agency or county specific rate manuas, pamphlets,
workbooks, or other written materid pertaining to Company rates and fees. In response to that
request, the Company produced five (5) separate  notebooks containing rates and rating rules
for agencies located in eleven (11) Colorado Counties (Adams, Argpahoe, Denver, Douglas,
Jackson, Jefferson, Larimer, Park, Pueblo, Routt and Weld). These notebooks were produced
with the intent and in a fashion suitable for public dissemination in compliance with 3 CCR 702-
3(3-5-D(IV)(A)-(J), and (V)(B)-(1))(copy attached). The notebooks aso contained copies of
abbreviated rate cards made available to the public as a quick reference to Company rates and
chargesin the respective county.

Although the materid provided by the Company demonstrated compliance for agencies
located in the eleven (11) enumerated counties, the Company wrote and/or solicited title
insurance business in other Colorado counties either through direct operations or
independent agents. The Company’ s failure to produce any materia for operations
located in other Colorado counties demonstrated noncompliance with Colorado laws
requiring title insurers offering coverage in Colorado to adopt, print and make available
to the public aschedule of rates, fees and charges for regularly issued title insurance
policies and regularly rendered closing and settlement services.

Additiondly, in response to the examiners request for copies of any and dl agency specific rate
manuas and/or agency or county specific rate manuds, pamphlets, workbooks, or other written
materid pertaining to Company rates and fees, the Company produced five (5) additiond rate
cards covering six (6) additional Colorado Counties (Clear Creek, Elbert, Gilpin, Mesa,
Morgan, and Yuma). Asin the case of the notebooks discussed above, these rate cards were
made available to the public as a quick reference to Company rates and chargesin the
respective county and were produced with the intent and in afashion suitable for public
dissemination in compliance with 3 CCR 702-3(3-5-1)(1V)(A)-(J), and (V)(B)-(1)).

The Company’s Rate Cards did not comply with the requirement of the law. Specificdly, the
schedule of rates set forth in the Rate Card for Y uma County, Clear Creek, Gilpin,

20



Mesa, and Weld Counties were regularly disseminated to the public in accordance with 3 CCR
702-3(3-5-1), however, the rate cards were printed in atype smaler then ten (10) point.

Furthermore, the rate cards provided by the Company for these five counties did not comply
with the requirements of 3 CCR 702-3(3-5-1)(1V)(A)-(J), and (V)(B)- (1)) asthe rate cards did
not show the entire charge for each type of policy issued by the Company.

Finally, based on the fact that the Company failed to produce a public information schedule of
rates and fees amgjority of Colorado counties, the examiners requested the Company to
provide copies of dl materias printed by the Company and made available to the public
effective in the remainder of Colorado counties where the Company maintained operations
and/or wrote, or solicited title insurance business. The materia provided wasto be as
comprehensive as the binder’ s previoudy produced and were to included rates, fees, and
charges for endorsements, guarantees and other forms of coverage. The Company indicated
such materid was not available demongtrating noncompliance with the requirements of the cited
regulations.

Recommendation #4:

Within 30 days, the Company should demondtrate why it should not be considered in violaion
of the cited provisons of 3 CCR 702-3(3-5-1). In the event the Company is unable to provide
such documentation, it should be required to provide evidence demonstrating that the Company
has printed and made available to the public a schedule of rates, fees and charges for regularly
issued title insurance policies and regularly rendered closing and settlement services. Such
schedules should include information pertaining to endorsements, guarantees and other forms of
insurance coverages and should contain copies of the forms applicable to such fees. In addition,
the Company should be required to review the information contained in the new schedules and
verify that al rates, fees, and charges contained therein have been filed with the Divison in
accordance with the 3 CCR 702-3(3-5-1) and 8810-4-401 et seq., C.R.S.

The Company should a so be required to amend its existing Notebooks and Rate Cards so that

the Company’ s schedule of rates and fees are made available to the public in aform that
complies with the requirements of the law.
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Issue E: Failureto obtain written closing instructionsfrom all necessary parties when
providing closing and/or settlement servicesfor Colorado consumers.

Sections 10-3-1104(1)(a) and (1)(a)(1), C.R.S. define an unfair or deceptive trade practice in
the business of insurance as.

(8 Misrepresentations and fdse advertisng of insurance policies Making,
issuing, circulating, or causing to be made, issued, or circulated, any estimate,
circular, atement, sales presentation, omisson, or comparison which:

M Misrepresents the benefits, advantages, conditions, or terms of any
insurance policy.

Colorado Insurance Regulation 3 CCR 702-3 (3-5-1)(VI1), adopted in part pursuant to the
authority granted under 8810-1-109 and 10-3-1110, C.R.S,, states:

(G) No title entity shdl provide closing and settlement services without receiving
written ingtructions from al necessary parties.

The following sample demondtrated that, in some instances, the Company or its agent provided
closng and/or settlement service in Colorado during the period under examination without
obtaining the requisite written closing ingtructions sgned by dl necessary parties.

TITLE POLICIESISSUED
January 1, 1999 through December 31, 1999

Population Sample Size Number of Per centage to
Exceptions Sample
44,376 100 63 63%

An examination of 100 systematically sdected underwriting and accompanying escrow files,
representing .23% of dl title policies issued by the Company in Colorado during the period
under examination, showed 63 exceptions (63% of the sample) wherein the Company or its
agent provided closing and/or settlement services for Colorado consumers without receiving
written closing indructions from al necessary parties.

Nine (9) of the 63 reported files did not contain any form of closing ingtructions. Of these 9
files, 6 fileswere red estate and/or |oan closings for saes transactions and 3 were loan closings
for refinance transactions.

Three (3) of the 63 reported files contained closing ingtructions for area estate closing,
however, the closing ingtructions were not signed by the purchaser/borrower. Of these 3files, 1
file was for refinance transactions.




Seven (7) of the 63 reported files contained closing ingructions, however, the closing
ingtructions were sgned by the issuing title agent instead of the lender/ mortgagee,
purchaser/mortgagor, the sdller, and/or the broker or property agent or redltor.

Forty-four (44) of the 63 reported files were loan closings for refinance or land transfer
transactions. These 44 files contained some form of closing ingructions, however, none of the
files contained sgned clogng ingructions from the respective lender. Five (5) of these 44 files
were loan closngs for refinance transactions. None of the five (5) refinance transactions files
contained cloging ingructions or directives from the borrower.

Recommendation #5:

Within 30 days, the Company should demondirate why it should not be considered in violaion
of 8810-3-1104(1)(a) and (2)(a)(1), C.R.S, and 3 CCR 702-3 (3-5-1)(VII)(G). Inthe event
the Company is unable to provide such documentation, it should be required to provide
evidence that it has amended its underwriting guidelines, agency agreements or other Company
operations necessary to assure that the Company and its agents will obtain written ingtructions
from al necessary parties whenever the Company or its agents perform closing and settlement
servicesin Colorado.
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Issue F: Failureto follow Company underwriting procedures and/or guidelines and/or
discriminatory underwriting practices.

Section 10-3-1104(2)(f)(11), C.R.S. defines an unfair business practice in the busness of
insurance as.

(I Making or permitting any unfair discrimination between individuas of the
same class or between neighborhoods within a municipdity and of essentidly
the same hazard in the amount of premium, policy fees, or rates charged for any
policy or contract of insurance, or in the benefits payable thereunder, or in any
of the terms or conditions of such contract, or in any other manner whatever;

TITLE POLICIESISSUED
January 1, 1999 thr ough December 31, 1999

Population Sample Size Number of Percentage to
Exceptions Sample
44,376 100 62 62%

An examination of 100 systematicdly sdected underwriting and accompanying escrow files,
representing .23% of dl title policiesissued by the Company in Colorado during the period
under examination showed 62 exceptions (62% of the sample) wherein the Company faled to
follow its own underwriting guiddines and/or engaged in gpparent discriminatory underwriting
practices.

Some of the files reviewed contained more than one underwriting error, however, to maintain
sample integrity, each file was consdered as asingular exception regardless of the total errors
contained in thefile. Thus, the exception frequency reported above was 62%, however the 100
files reviewed contained atota of 83 errors wherein the company issued title polices without
following the Company’ s underwriting guiddines and/or engaged in discriminatory underwriting
practices. Forty-five errors resulted from the issuing ertity’ sfailure to obtain underwriting
gpprova prior to issuing certain endorsements. The remaining 38 errors arose from the
Company’ sfailure to delete sandard exceptions from title policies in accordance with Company
underwriting /rating guiddines. These findings were as follows

Faling to Follow Underwriting Guiddines.

Among other redtrictions, the Company’ s Colorado Examiner’s Manud (underwriting and rating
manual) required Company agents to obtain underwriting approval prior to issuing
endorsements 100.30 (minera endorsement), 115.2 (PUD endorsement), and/or 130 (Owner’'s
Extra Protection).

For example, prior to issuing the Form 100.30 endorsement, the Company’ s underwriting/reting
manua required:
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APPROVAL

After agpprova of the project by the Divison Maneger, Divison Legd
Department and Home Office Legd Department, the county personnel may
commit to the coverage asto such a project.

On individud tracts, the county should submit such requests to the Divison
Legd Depatment. Where unusud risk is gpparent, additiona evauation by
Home Office Underwriting and the Chief Operating Officer may be indicated.

LAND AMERICA EXAMINER'SMANUAL FOR TRANSAMERICA, LAWYER' S& TRANSNATION
TITLE INSURANCE COMPANY’ S, Endorsements Chapter at p. 211-3 (ed. effective 9/1/83).

Twenty (20) of the 62 reported files contained exceptions in which the Company issued a Form
100.30 endorsement without obtaining the requisite prior gpprova from any of the Company
representatives enumerated by therule.

In addition, the Company’s Colorado underwriting and rating manua contained the following
rule regarding prior gpproval and issuance of endorsement 115.2:

County Chief Title Officer or other designated county authority.

LAND AMERICA EXAMINER'SMANUAL FOR TRANSAMERICA, LAWYER' S& TRANSNATION
TITLE INSURANCE COMPANY’ S, Endorsements Chapter at p. 252-1(ed. effective 9/1/83).

Ten (10) of the 62 reported files contained exceptions in which the Company issued a Form
115.2 endorsement without obtaining the requidite prior gpprova from any of the Company
representatives enumerated by therule.

Prior to issuing aform 130 endorsement, the Company’ s Colorado underwriting and rating
manud required:

APPROVAL

County Manger or designated county authority.

LAND AMERICA EXAMINER' SMANUAL FOR TRANSAMERICA, LAWYER'S& TRANSNATION
TITLE INSURANCE COMPANY'’ S, Endorsements Chapter at p. 263-1 (ed. effective 7/1/85).

Eighteen (18) of the 62 reported files contained exceptions in which the Company issued the
Form 130 Extra Protection endorsement without obtaining the requisite prior gpprova from any
of the Company representatives enumerated by the rule.



In addition to the prior approva guiddines discussed above, the Company’ s Colorado
Examiner’s Manud (underwriting and rating manua) set forth certain requirements pertaining to
reissue discounts and multiple parcd land transactions. Specificaly, the Company’s
underwriting/rating manua effective in Colorado during the period under examination required
Company agents to obtain a satement regarding parcel values prior to dlowing areissue
discount in conjunction with issuing title policies insuring title to land transactions wherein the
land trandgfer involved multiple parcels. The Company’ s underwriting/rating manud required:

Where a prior owner’s or leasehold policy has insured more than one parcd,
and no segregation of ligbility has been made as to each parcd, a statement
from the owner setting forth the value of each parcdl, as of the date of the prior
policy, should be obtained, the aggregate of which would equa the ligbility of
the prior policy. Then, the short term rate an any particular parce will be 50%
of the amount set forth in the basic schedule of rates computed at the dollar
vaue of that parcd as furnished in the owner’ s satement, the increase if any to
be charged as set forth above.

Transnation Title Insurance Company, MULTIPLE COUNTY RATE FILING, Short Term Reissue
(ed. effective 3/5/96); Transnation Title Insurance Company, COUNTY SPECIFIC RATE
FILING FOR COUNTIESOF ROUTT & JACKSON, 8A, Title 2, Articles4.4, 5.1a, and 6.1
Short Term Reissue (ed. effective 12/28/90).

In 2 of the 62 reported files the Company applied a short term rei ssue discount against the base
rate premium charges for large commercid transactions wherein the purchasers were
consolidating divided interestsin land. The reissue discounts were alowed based upon prior
title insurance policiesissued to insuretitle to various parcels of land. Although a short term
discount was applied againg the base rate premium for each of these policies, the issuing entity
faled to obtain a statement regarding parcel values as required by operation of Company rule.

Discriminatory Underwriting Practices

During the period under examination the Company’ s underwriting/rating rule regarding deletion
of the standard preprinted exceptions stated:

Article 9.2 Ddletion of Printed Exceptions

Mechanics Lien Protection

Completed Improvements NC
Deletion 50% OF BASIC
Modified Language 30% OF BASIC
Survey Protection NC
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Transnation Title Insurance Company, SPECIFIC CHARGE PROVISIONS AND VARIANCES FOR
COUNTIES, 8A, Article 9.2(ed. effective 4/10/97).

The 5 standard preprinted Schedule B exceptions the Company used in Colorado during the
period under examination were:

This policy does not insure againgt loss or damage by reason of the following:

1. Rightsor clamsof partiesin possession not shown by the public records.

2. Easements, or claims of easements, not shown by the public records.

3. Discrepancies, conflicts in boundary lines, shortage in area, encroachments,
and any facts which a correct survey and ingpection of the premises would
disclose and which are not shown by the public records.

4. Any lien, or right to a lien, for services, labor, or materiad heretofore or
heresfter furnished, imposed by law and not shown by the public records.

5. Taxesand assessments for the year , hot yet due or payable.

Transnation Title Insurance Company, ALTA LOAN PoLicy, (ed. 10/17/92)

Although the Compary routinely deleted some or dl of the standard preprinted exceptions from
ALTA loan paliciesissued by the Company in Colorado during the period under examinétion,
the Company’ s underwriting and rating rules did not adequately address deletion of dl the cited
gandard exceptions. Specificaly, the Company’ s rate filings and accompanying underwriting
guidelines only established peripherd circumstances and charges for deletion of standard
exception 3 (survey protection) and exception 4 (unfiled mechanics lien protection).

Adde from the information provided in the Company’ s rule cited above, the Company did not
have any underwriting guidelines that established identifiable parameters, criteria, or other
articulable sandards for determining when or under what circumstances the standard exceptions
should be deleted from lender’ s policiesissued by the Company.

Similarly, the Company’ s rate filings and underwriting guiddines effective for Colorado during
the period under examination indicated that, provided underwriting guiddines were satisfied
preprinted exceptions 1-4 would be deleted from owner’s palicies a no charge.

The 4 standard preprinted Schedule B exceptions the Company used for owner’s policies
issued in Colorado during the period under examination were:

This policy does not insure againgt loss or damage by reason of the following:

1. Rightsor clamsof partiesin possession not shown by the public records.
2. Easements, or claims of easements, not shown by the public records.
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3. Discrepancies, conflicts in boundary lines, shortage in area, encroachments,
and any facts which a correct survey and ingpection of the premises would
disclose and which are not shown by the public records.

4. Any lien, or right to a lien, for services, labor, or materid heretofore or
heresfter furnished, imposed by law and not shown by the public records.

Transnation Title Insurance Company, STANDARD OWNERS POLICY, (ed. 10/17/92)

Notwithgtanding the filed rate, areview of the Company’s underwriting manuas demonstrated
that the Company did not have any underwriting guidelines which established identifiable
parameters, criteria, or other articulable standards for determining when or under what
circumstances the standard exceptions should be deleted from owner’ s policies issued by the

Company.

The standard preprinted exceptions contained in both owner’s and lender’ stitle insurance
policies are among the broadest exclusions contained in title insurance products. Deletion of the
preprinted exceptions provides a Sgnificant increase in coverage. Although the Company’ s rate
filings effective in Colorado during the period of examination indicated thet, provided
underwriting guiddlines were satisfied, the exceptions could be deleted a no charge, areview of
the Company’ s underwriting guidelines demongtrated the Company did not possess any
identifiable parameters, criteria, or other articulable standards for determining when the standard
exceptions should be deleted.

The Company’ s failure to adopt and/or implement articulable underwriting guiddines and/or
dtandards for the deletion of the standard exceptions under both lender and owner title policies
issued by the Company permitted disparate treatment among Colorado insureds. The potential
for this disparate trestment was augmented by the fact that the Company indicated the issuing
entity would not make an attempt to delete the standard exceptions under either an owner’s or
lender’ stitle policy unless the insured requested deletion of the exceptions. Thus, the onus of
determining the avail ability of the coverage extended by deleting the exceptions was placed on
the insured consumer, often resulting in digparate coverage among Smilarly situated risks.
Making or permitting any unfair discrimination between individuas of the same class or between
neighborhoods within a municipdity and of essentidly the same hazard in the amount of
premium, policy fees, or rates charged for any policy or contract of insurance, or in the benefits
payable thereunder, or in any of the terms or conditions of such contract, or in any other manner
whatever is an unfair business practice as defined by §10-3-1104(1)(f)(I1), C.R.S.

Given the Company’ s sated practice of only deleting the standard exceptions and extending the
resultant additiona coverage when such coverage is requested by the prospective insured, the
examiners requested the Company to outline the steps taken to underwrite the exceptions away
for each file reported here and to demondtrate that the Company made a reasonable attempt to
underwrite the exceptions away for these policy files commensurate with other policiesin which
the exceptions were deleted for no charge. Furthermore, the Company was asked to identify
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the underwriting guidelines for deletion of the exceptions and indicate why, on the basis of those
guidelines, the exceptions were not deleted from each of the policies reported here at no
additiond charge in accordance with the Company’ s filed rates and/or underwriting manuas and
guidelines. The Company was unable to provide the requested information and/or judtify its
falure to delete the standard exceptions from these policies for no additiona chargein
accordance with the Company’ s underwriting and/or rating manuas and guidedlines.

Forty-eight of the 64 reported files contained owner’ s policies wherein the Company failed to
delete one or more of the standard exceptions in compliance with the Company’ s rate manual.
The insureds in these 48 instances were charged premiums commensurate with smilar risks
located in the respective county where the property for which the Company insured title was
located; however, since the Company failed to delete any of the standard exceptions, these 48
insureds incurred a sgnificant reduction in coverage. The files were not documented to indicate
why the exceptions were not deleted and, since the Company did not have any underwriting
guidelines setting forth the requirements and preconditions for deletion of the exceptions, the
examiners were unable to ascertain compliance with Company procedures and Colorado law in
al 48 ingtances.

Sixteen of the 64 reported files contained lender’ s policies wherein the Company failed to delete
any of the standard exceptions in compliance with the Company’ srate manua. Theinsuredsin
these 16 instances were charged premiums commensurate with smilar risks located in the
respective county where the property for which the Company insured title was located;
however, since the Company falled to delete any of the sandard exceptions, these 16 insureds
incurred a sgnificant reduction in coverage. The files were not documented to indicate why the
exceptions were not deleted and, since the Company did not have any underwriting guidelines
setting forth the requirements and preconditions for deletion of the exceptions, the examiners
were unable to ascertain compliance with Company procedures and Colorado law in dl 16
ingtances.
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Recommendation #6:

Within 30 days, the Company should demondirate why it should not be considered in violaion
of 810-3-1104(2)(f)(I1), C.R.S. In the event the Company is unable to provide such
documentation, it should be required to provide evidence demongrating that the Company has
either amended its underwriting rules to comport with the Company’ s practices or provide the
Dividon with information demongrating the Company has implemented procedures which will
assure thet dll title policies issued by the Company will be issued in Compliance with written
Company underwriting and rating rules, procedures, guiddines and/or standards.

With regard to discriminatory underwriting practices and deletion of standard exceptions, the
Company should be required provide evidence demonstrating that the Company has adopted
underwriting guidelines which set forth clear, articulable underwriting standards which define and
identify when and under what circumstances the standard preprinted exceptions may be deleted
under both owner’s and lender’ s coverages. The guidelines should be accompanied by a
gatement indicating the Company will distribute the guidelinesto al persons and entities
involved in the underwriting process and assurances that those guiddines will be followed and
applied equitably whenever the Company issues atitle insurance policy in Colorado.



Issue G: Issuing title insurance policies without obtaining a certificate of taxes due.

Section 10-11-122, C.R.S. provides.

(3) Before issuing any title insurance policy, unless the proposed insured
provides written ingtructions to the contrary, a title insurance agent or title
insurance mmpany shal obtain a certificate of taxes due or other equivaent
documentation from the county treasurer or the county treasurer's authorized

agen.
TITLE POLICIESISSUED
January 1, 1999 through December 31, 1999
Population Sample Size Number of Per centage to
Exceptions Sample
44,376 100 10 10%

An examination of 100 systematically sdected underwriting and accompanying escrow files,
representing .23% of dl title policies issued by the Company in Colorado during the period
under examination, showed 10 exceptions (10% of the sample) wherein the Company issued
title insurance policies without first obtaining a certificate of taxes due or other equivaent
documentation. None of the files reported contained information demondirating that the
respective insured had provided written ingtructions waiving the requirement.

Recommendation #7:

Within 30 days, the Company should demonstrate why it should not be consdered in violation
of 810-11-122(3), C.R.S. In the event the Company is unable to provide such documentation,
it should be required to provide evidence demongtrating that the Company has adopted and
implemented procedures which will assure that, whenever the Company issues atitle policy in
Colorado, the Company or its agent will obtain a certificate of taxes due or other equivaent
documentation for the subject property of which titleisto be insured.
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Issue H: Making, issuing, and/or circulating an estimate, circular, statement and or
sales presentation which misrepresentsthe benefits, advantages, conditions, and/or
terms of title insurance policies.

Section 10-3-1104(1)(a)(1) and (b), C.R.S. define an unfair business practice in the business of
insurance as.

(&) Migepresentations and fdse advertisng of insurance policies. Making,
issuing, dreulating, or causng to be made, issued, or circulated, any
estimate, circular, statement, sales presentation, omission, or comparison
which:

M Misrepresents the benefits, advantages, conditions, or terms of any
insurance policy.

(b) Fdse information and advertisng genedly: Making, publishing,
disssminating, circulating, or placing before the public, or causing, directly
or indirectly, to be made, published, disseminated, circulated, or placed
before the public, in a newspaper, magazine, or other publication, or in the
form of a notice, circular, pamphlet, |etter, or poster, or over any radio or
televison gation, or in any other way, an advertisement, announcement, or
datement containing any assertion, representation, or statement with respect
to the business of insurance, or with respect to any person in the conduct of
his insurance business, which is untrue, deceptive, or mideading.

Colorado Insurance Regulations 3 CCR 702-3(3-5-1(1V)(A)-(G)) provide:

IV. SCHEDULE OF RATES, FEES AND CHARGES - TITLE
INSURANCE POLICIES

A. Every title insurer shal adopt, print and make avalable to the public a
schedule of rates, fees and charges for regularly issued title insurance policies
including endorsements, guarantees and other forms of insurance coverages,
together with the forms gpplicable to such fees.

B. Aslong as it remains effective, such schedule shal be made readily avalable
to the public and prominently displayed in apublic place in each of the offices of
the title insurer or its agent in the particular county to which they relate. On
individual request, copies of such schedules shall be furnished to the public.

C. Such schedule shdl show the entire charge to the public for each type of title
policy regularly issued by the insurer, ether by a statement of the particular
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charge for each type of policy in given amounts of coverage, or by a Satement
of the charge per unit of the amount of coverage, or a combination of the two.

D. Such schedule may include a statement that additional charges are made
when unusud conditions of title are encountered or when specid or unusud
risks are insured againgt and that specid charges are made for specia services
rendered in connection with the issuance of atitle policy.

E. Such schedule may provide for different rates, fees or charges for title
policies covering property in different counties or separate schedules may be
adopted for title policies covering property in different counties.

F. Such schedule shdl be printed in type no smdler than ten (10) point and shall
be dated to show the date it becomes effective.

G. Such schedule must be filed with the Commissioner in accordance with Part
4 of Article 4, Title 10, C.R.S,, and Section 118, Article 11, Title 10, C.R.S,
and any applicable regulation or regulations on rates, rate filings, rating rules,
classfication or Setigticd plans.

Colorado Insurance Regulations 3 CCR 702-3(3-5-1(V)(A)-(F)) provide:

V. SCHEDULE OF FEES AND CHARGES - CLOSING AND
SETTLEMENT SERVICES

A. BEvery title entity shal adopt, print, and make available to the public a
schedule of fees and charges for regularly rendered closng and settlement
services.

B. Such a schedule shal show the entire charge to the public for each type of
closng and settlement service regularly rendered by the title entity, either by a
gatement for each type in given amounts or by statement of the charge per unit
of the amount of the transaction, or acombination of the two.

C. Such schedule may include a statement that additiond charges are made
when usud conditions are encountered.

D. Such schedule may provide for different fees and charges for closing and
Settlement  services concerning property in different counties or separate
schedules may be adopted for closng and settlement services concerning
property in different counties.



E. Such schedule shdl be printed in type no smdler than ten (10) point and shall
be dated to show the date it becomes effective.

F. Such schedule mugt be filed with the Commissioner in accordance with
Section 118, Article 11, Title 10, C.R.S, and Part 4 of Article 4, Title 10,
C.R.S, and any applicable regulation or regulations on rates, rate filings, rating
rules, classfication or Satidtica plans.

Upon inception of the examination, the examiners requested the Company to produce any and
al agency specific rate manuals and/or agency or county specific rate manuas, pamphlets,
workbooks, or other written material pertaining to Company rates and fees. In response to that
request, the Company produced five (5) separate notebooks containing rates and rating rules
for agencies located in eleven (11) Colorado Counties (Adams, Argpahoe, Denver, Douglas,
Jackson, Jefferson, Larimer, Park, Pueblo, Routt and Weld). These notebooks were produced
in afashion suitable for public dissemination with the intent to comply with the publication
requirements of 3 CCR 702-3(3-5-1)(1V)(A)-(J), and (V)(B)-(1)). The notebooks aso
contained copies of abbreviated rate cards made available to the public as a quick reference to
Company rates and charges in the respective county.

Additiondly, in response to the examiners request for copies of any and dl agency specific rate
manuas and/or agency or county specific rate manuds, pamphlets, workbooks, or other written
materia pertaining to Company rates and fees, the Company produced five (5) additiond rate
cards covering six (6) additional Colorado Counties (Clear Creek, Elbert, Gilpin, Mesa,
Morgan, and Yuma). Asin the case of the notebooks discussed above, these rate cards were
made available to the public as a quick reference to Company rates and chargesin the
respective county and were produced in afashion suitable for public dissemination with the
intent to comply with the publication requirements of 3 CCR 702-3(3-5-1)(1V)(A)-(J), and

(V)(B)-(1)).

Close review of the notebooks and rate cards disclosed that the Company was not in
compliance with Colorado law. Specificaly, some of the printed materid contained statements,
omissions, and/or representations that misrepresented the benefit, advantages and/or terms of
title insurance policies. The errors were asfollows:

Ancillary Fees

Close review of the Notebooks and Rate Cards disclosed that the Company was not in
compliance with Colorado law. Specificdly, the schedule of fees and charges for closing and
Settlement services set forth in the Notebooks and Rate Cards contained alist of certain
ancillary charges, however, severd of the ancillary charges misrepresented the Company’s
schedule of fees on file with the Colorado Divison of Insurance.



One of the most comprehensive list of ancillary feeswas alist of charges assessed for closings
conducted in Larimer County. These ancillary charges were as follows:

Ancillary Fees

Tax Information Services
(indluding county certification) $15.00

Overnight Courier Services $15.00
Release Fecilitation $15.00
Document Preparation Charge $ 5.00

Cashier’s Check $ 5.00
Wires Out $15.00

Commonwedth Land Title Insurance Company, RATE AND SETTLEMENT CHARGESFOR
LARIMER COUNTY. P.1, (ed. 3/5/96).

Notwithgtanding the information regarding ancillary fees contained in dl of the Company’s
public information Notebooks as demonstrated by the above cited example, the Company’s
1988 Base Rate Manud, effective in Colorado during the period under examination provided:

OUT OF POCKET EXPENSE REIMBURSEMENTS cost
(Including but not limited to)

Specid podage or freight

Long distance cdls

Recordings, tax certificates, and status reports

Bank Feesfor wires, certified checks, and cashiers checks

Document preparation by outside attorney

Transnation Title Insurance Company, 1988 BASE RATE FILING, 8A, Title 2, Article 2.5 (ed.
effective 8/1/88).

The cited Company rating rule indicated that the charge for miscellaneous expenses accruing
ancillary to any red estate and/or loan closings conducted by the Company was the actua cost
of the given ancillary expense. Smply stated, the rule provided that, while there was no
additional fee associated with the enumerated costs and services, the Company passed the
actud cost or expense of the ancillary charge to the customer. Contrary to the “out of pocket
expense reimbursement rule’ cited above, the ancillary charges st forth in the Company’s
Notebooks and Rate cards included both the actua cost of the expense and a surcharge or
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handling fee. For example, when the examiners questioned the Company’ s practice of charging
aflat fee for recording releases the Company indicated:

The Company views the fadilitation of rdeasing underlying loans, which can
involve lengthy and multiple follow-up contacts, and possible execution title
company rdeases, and indemnification of the public trustees for logt or
unavailable notes, as a service that requires charges.

Likewise, when questioned about its policy of charging aflat fee for tax certificates the
Company responded:

The Company has dways viewed our provisons of tax informeation as a
comprehensve sarvice including the acquisition of county certified information
and the ddlivery of that information. Outside vendor, software, and network
connections, additional handling and processing of files and ddivery requires
that our changes go beyond the actua county cost for a certification.

The Company dso indicated that it charged a handling fee for express mail/ courier charges
which occur incident to conducting closings. Specificaly, when questioned about its policy of
charging flat fees for express mail/courier services the Company indicated:

The Company has dways viewed our provisons of specid or overnight
mail/courier services as sarvice inclusve of express vendor fees, equipment,
software, and supplies together with a charge for handling.

The Company’ s practice of charging more than the actua costs incurred for recording releases,
obtaining tax certificates, and/or conducting express mailings was in direct conflict with the
Company’sfiled fee rule regarding out of pocket expenses for ancillary charges.



Mesa County Rate Card:

The Mesa County schedule of rates printed in the Rate Card omitted any reference to or listing
of common, sgnificant premium discounts available through the Company in Colorado during
1999. These discounts included but were not limited to the following:

a. Streamline Bundled Loan Discount (50% off the base rate and significant savingson
bundled endorsement package);

b. Refinance Discount (50% off the base rate for first 5 years and 40% off for the sixth
year).

3 CCR 702-3(3-5-1)(1V)(A)-(J), and (V)(B)-(1)) charge title insurers with adopting, printing,
and making available to the public a schedule of rates, fees, and charges for regularly issued title
insurance palicies including guarantees and other forms of title insurance coverages. The
Company’s Rate Card effective during the period under examination for Mesa County was the
only such schedule available to the public in that county and was produced with the intent to
comply with the publication requirements of 3 CCR 702-3(3-5-1)(1V)(A)-(J), and (V)(B)-(1)).
Omission of pertinent, common discountsin the Company’ s publicly disseminated schedule of
rates, fees, and charges appears to misrepresent the terms, advantages, and/or conditions of the
Company’ stitle insurance policies.

The Rate Card dso omitted any reference or listing of title guarantee and/or limited ligbility loan
products offered by the Company. Although limiting coverage, these title products often
produce significant savings to consumers in refinance transactions.

In addition, contrary to the Company’s 1988 Base Rate Filing effective in Colorado during
1999, the Rate Card displayed premium charges for coverage in excess of $50,000 in dollars
and cents. The Company’s 1988 Base Rate Filing contained arating rule sating that al
premium charges will be rounded up to the next whole dollar.

Elbert County Rate Card:

The Elbert County schedule of rates printed in the Rate Card omitted any reference to or listing
of common, sgnificant premium discounts available through the Company in Colorado during
1999. These discounts included but were not limited to the following:

a. Streamline Bundled Loan Discount (50% off the base rate and significant savings on
bundled endorsement package);

b. Refinance Discount (50% off the base rate for first 5 years and 40% off for the sixth
year).
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c. Short term reissue rate (50% for policies issued within O-3 years of prior coverage).

3 CCR 702-3(3-5-1)(1V)(A)-(J), and (V)(B)-(I)) charge title insurers with adopting, printing,
and making available to the public a schedule of rates, fees, and charges for regularly issued title
insurance palicies including guarantees and other forms of title insurance coverages. The
Company’s Rate Card effective during the period under examination for Elbert County was the
only such schedule available to the public in that county and was produced with the intent to
comply with the publication requirements of 3 CCR 702-3(3-5-1)(1V)(A)-(J), and (V)(B)-(1)).
Omission of pertinent, common discounts in the Company’ s publicly disseminated schedule of
rates, fees, and charges appears to misrepresent the terms, advantages, and/or conditions of the
Company’stitle insurance policies.

The Rate Card aso omitted any reference or listing of title guarantee and/or limited liability loan
products offered by the Company. Although limiting coverage, these products often produce
ggnificant savings to consumers in refinance transactions.

Equally, the Elbert County Rate Card omitted any listing or reference to concurrent loan
discount rates available through the Company. Again, concurrent lender discount rates afford
consderable savings in title insurance

Contrary to the Company’ s 1988 Base Rate Manual effective in Colorado during 1999, the
Elbert County Rate Card displayed premium charges for construction loan discount ratesin
dollars and cents. The Company’ s 1988 Base Rate filing contained arating rule sating thet all
premium charges will be rounded up to the next whole dollar.

Finally, the schedule of rates printed in the Rate Card in the front of the manua contained arate
schedule which deviated from the Company’ sfiled rates for Elbert County. Specificdly, the
premium charges set forth in the Rate Card for $75,000 in coverage and above were $1.00
lower than the filed rates across the board.

Morgan County Rate Card:

The Morgan County schedule of rates printed in the Rate Card omitted any reference to or
ligting of common, significant premium discounts available through the Company in Colorado
during 1999. These discounts included but were not limited to the following:

a. Streamline Bundled Loan Discount (50% off the base rate and significant savingson
bundled endorsement package);

b. Refinance Discount (50% off the base rate for first 5 years and 40% off for the Sixth
year).

3 CCR 702-3(3-5-1)(1V)(A)-(J), and (V)(B)-(1)) charge title insurers with adopting, printing,
and making available to the public a schedule of rates, fees, and charges for regularly issued title
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insurance palicies including guarantees and other forms of title insurance coverages. The
Company’s Rate Card effective during the period under examination for Morgan County was
the only such schedule available to the public in that county and was produced with the intent to
comply with the publication requirements of 3 CCR 702-3(3-5-1)(1V)(A)-(J), and (V)(B)-(1)).
Omission of pertinent, common discounts in the Company’ s publicly disseminated schedule of
rates, fees, and charges appears to misrepresent the terms, advantages, and/or conditions of the
Company’stitle insurance policies.

The Rate Card also omitted any reference or liging of title guarantee and/or limited ligbility loan
products offered by the Company. Although limiting coverage, these products can produce
ggnificant savings to consumers in refinance transactions.

The schedule of rates printed in the Rate Card contained arate schedule that deviated from the
Company’ s filed rates for Morgan County. Specifically, beginning at $156,000 in coverage the
premium charges set forth in the Rate Card were $1.00 higher than the filed rates across the
board.

Clear Creck/Gilpin Counties Rate Card:

The rate card indicated that the Company provided awritten opinion regarding Owner’s and
Encumbrances (O & E) for a charge of $80.00, however, the Company did not have arate
filing or applicable policy formsto support the charge or coverage.

In addition, the rate card indicated that the Company provided Owner’ s Extended Coverage
(OEC) for an additiond charge of $50.00. Considering the traditiond industry standard of what
condtitutes OEC, this statement was mideading. Specificaly, the traditiona industry standard of
OEC isdeletion of the standard exceptions from an owner’s policy. The Company’ s rate filings
indicated that, provided underwriting guidelines were satisfied, the slandard exceptions would
be deleted from an owner’ s policy a no additiond charge. Although the Company has afiling
supporting a $50.00 charge for a Form 130 Owner’s Extra Protection Endorsement, said
endorsement is not commensurate with the industry standard for OEC and any reference or
representation by the Company that the Form 130 endorsement is commensurate with OEC
gopears mideading.

Therate card dso indicated that a“limited liability policy” would be issued for a premium of
$100.00. Although the Company did not have a ratefiling for or apolicy form for a“limited
liability policy”, the Company had arate filing and corresponding policy form for a“limited
coverage loan policy.” Thefiled rate for the limited coverage loan policy, however, was
$125.00, not the $100.00 represented by the rate card.

Similarly, the rate card indicated that a “title guaranteg’” would be issued for a premium of
$120.00. Although the Company did not have aratefiling or policy form for a“title guarantee’,
the Company had arate filing and corresponding policy form for a“mortgege guarantee.” The
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filed rate for the mortgage guarantee, however, was $90.00, not the $120.00 represented by
the rate card.

Although the rates set forth in the rate card represented the commercia rate discount, the rate
card did not reflect that the rates set forth therein were only applicable to commercia risks. The
Rate Card made no reference to residentia rates.

The schedule of rates printed in the Rate Card omitted any reference to or listing of common,
ggnificant premium discounts available through the Company in Colorado during 1999. These
discounts included but were not limited to the following:

a. Streamline Bundled Loan Discount (50% off the base rate and significant savings on
bundled endorsement package);
b. Refinance Discount.

3 CCR 702-3(3-5-1)(1V)(A)-(J), and (V)(B)-(I)) charge title insurers with adopting, printing,
and making available to the public a schedule of rates, fees, and charges for regularly issued title
insurance palicies induding guarantees and other forms of title insurance coverages. The
Company’s Rate Card effective during the period under examination for Clear Creek and Gilpin
Counties was the only such schedule available to the public in those counties and was produced
with the intent to comply with the publication requirements of 3 CCR 702-3(3-5-1)(IV)(A)-(J),
and (V)(B)-(1)). Omission of pertinent, common discounts in the Company’ s publicly
disseminated schedule of rates, fees, and charges appears to misrepresent the terms,
advantages, and/or conditions of the Company’ stitle insurance policies.

The Rate Card also indicated that the premium for a foreclosure guarantee was the same as the
base rate, however, the Company’ s rate filings indicated that the premium for a foreclosure
guarantee in Clear Creek and Gilpin counties was aflat premium charge of $125.00. The
appropriate charge of $125.00 was sgnificantly lower than the base rate which carried a
minimum premium of $447.00 in Clear Creek and Gilpin County.

The Rate Card indicated that the premium for a foreclosure certificate was $200.00 plus an
additional $6.00 per entry, however, the Company did not have arate filing or corresponding
policy formsto support thisrate or coverage.

The Rate Card inaccurately indicated that the closing fee for aresidentia closing was $150.00,
however, thefiled rate was $100.00 ($65.00 closing fee & $35.00 for related services),
$50.00 less than the advertised fee.



Likewise, the Rate Card indicated that the minimum charge for acommercid dosng was
$250.00, however, the filed minimum fee for such was $100.00, $150.00 |ess than the amount
et forth in the publicly disseminated Rate Card.

The Gilpin and Cleer Creek County Rate Card aso indicated the Company charged $150.00
to close refinance transactions, however, the Company did not have a specid feefiled for
closng arefinance transactions in Clear Creek or Gilpin County. In the absence of such filing,
the filed rate for aloan closing in these counties was $75.00 ($50.00 for the physical dosng
and $25.00 to prepare the HUD- 1), regardless of whether the closing was a sde or refinance
transaction. Therefore, the $150.00 charge set forth in the Rate Card was $75.00 higher than
thefiled rate.

Finaly regarding the Clear Creek and Gilpin County Rate Card and Notebook, the Rate Card
indicated that a short term reissue discount of 50% of the base rate was available in these
counties for al policies wherein the commitment is ordered within 5 years of aprior title
insurance policy. The 50% discount, however, was only available during the first 2 years.
Furthermore, the reissue discount was only available for up to three years, and the discount
factor was reduced to 25% after the 2nd year.

Y uma County:

The Y uma County schedule of rates printed in the Rate Card omitted any reference to or listing
of common, sgnificant premium discounts available through the Company in Colorado during
1999. These discounts included but were not limited to the following:

a. Streamline Bundled Loan Discount (50% off the base rate and significant savings on
bundled endorsement package);

b. Refinance Discount (50% off the base rate for first 5 years and 40% off for the Sixth
year).

3 CCR 702-3(3-5-1)(1IV)(A)-(J), and (V)(B)-(I)) charge title insurers with adopting, printing,
and making available to the public a schedule of rates, fees, and charges for regularly issued title
insurance poalicies including guarantees and other forms of title insurance coverages. The
Company’s Rate Card effective during the period under examination for Y uma County was the
only such schedule available to the public in that county and was produced with the intent to
comply with the publication requirements of 3 CCR 702-3(3-5-1)(1V)(A)-(J), and (V)(B)-(1)).
Omission of pertinent, common discounts in the Company’ s publicly disseminated schedule of
rates, fees, and charges appears to misrepresent the terms, advantages, and/or conditions of the
Company’stitle insurance policies.

The Rate Card aso omitted any reference or listing of title guarantee and/or limited ligbility loan
products offered by the Company. Although limiting coverage, these products can produce
sgnificant savings in refinance transactions.
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Contrary to the Company’ s 1988 base filing, the Rate Card displays reissue premium chargesin
dollars and cents. The Company’s 1988 Base Rate filing contained arating rule stating that all
premium charges will be rounded up to the next whole dollar.

Wed County:

The Weld County Rate Card indicated the content of the Rate Card was based on aratefiling
meade effective April 1, 1997; however, the Company did not have arate filing with a
corresponding effective date.

The premium charges set forth in the Rate Card for coverage amounts exceeding $100,000
deviated from filed rates asillustrated by the following chart?®

Coverage Filed Premium Rate Card Difference
Amount

$113,000 $564.00 $563.00 $1.00 under

$134,000 $606.00 $603.00 $3.00 under

$250,000 $838.00 $823.00 $15.00 under

$280,000 $890.00 $880.00 $10.00 under

The Rate Card listed certain ancillary closing fees assessed in addition to the standard residential
or lender closing, however, the additiond ancillary charges were not filed.

The Weld County Rate Card aso indicated the charge for a“To Be Determined” (TBD)
commitment was $225.00, however, no such charge was ever filed.

In addition, the Rate Card listed a variety of “Other Title Products’ none of which were filed
(i.e. $50.00 encumbrance search; $100.00 Certificate Memorandum of Ownership).

Findly regarding the Weld County Rate Card, the Rate Card indicated the premium charge for
a Foreclosure Guarantee in Weld County was $175.00 with a $6.00 charge for each entry after
10 and a $35.00 charge for each endorsement after 10. Although the $175.00 charge for the
Foreclosure Guarantee was filed, the $6.00 and $10.00 charge were not a part of the filed rate.

Adams, Arapahoe, Denver, Douglas, Jefferson, and Park Counties: (Direct operation).

¥ Review of underwriting escrow filesindicated that the Company issued policies based on the erroneous
rates set forth under the rate card. For instance, the lender’ s policy issued along with onetitle file was
undercharged $5.00 as aresult of the Company relying on the flawed rate card.
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The Rate Card contained in front of the Notebook listed certain ancillary closing fees assessed
in addition to the standard residentia or lender closing, however, the additiona ancillary charges
were not filed.

No portion of the Notebook referenced the availability of arefinance or revamp discount
available a 50% within 5 years of aprior DOT and at 40% within 6 years.

Pueblo County: (Direct operation).

The Rate Card contained in front of the Notebook listed certain ancillary closing fees assessed
in addition to the standard residentid or lender closing, however, the additiond ancillary charges
were not filed.

The Rate Card contained in the notebook aso represents the minimum premium charges as
$255.00 with aminimum coverage amount of $5,000, however, the Company’ s filed rates
indicated the minimum premium charge was $178.00 with a minimum coverage amount of
$1,000.

In addition, the schedule of rates printed in the Rate Card omitted any reference or listing of
sgnificant premium discounts available through the Company in Colorado during 1999 such as
the following:

a. Streamline Bundled Loan Discount (50% off the base rate and sgnificant savings on
bundled endorsement package);

b. Refinance Discount (50% off the base rate for first 5 years and 40% off for the sixth
year).

Larimer County: (Direct operation).

The Rate Card contained in front of the Notebook listed certain ancillary closing fees assessed
in addition to the standard residentia or lender closing, however, the additiona ancillary charges
were not filed.

The Rate Card dso indicated the Company charged $125.00 to close refinance transactions,
however, the Company did not have a specid feefiled for closing a refinance transactionsin
Larimer County. In the absence of such filing, thefiled rate for aloan closing in these counties
was $115.00 ($90.00 for the physica closing and $25.00 to prepare the HUD- 1), regardless
of whether the closing was a sale or refinance transaction.  Therefore, the $125.00 charge set
forth in the Rate Card was $10.00 higher than the filed rate.



Likewisg, the rate card indicated the minimum loan closing fee was $125.00 during the period
under examination, however, the Company’ s rate filings indicated the minimum fee for aloan
closing was $90.00.

Routt & Jackson Counties:.

The schedule of rates printed in the Rate Card omitted any reference or ligting of sgnificant
premium discounts available through the Company in Colorado during 1999 such asthe
following:

a. Streamline Bundled Loan Discount (50% off the base rate and sgnificant savings on
bundled endorsement package);

b. Refinance Discount (50% off the base rate for first 5 years and 40% off for the sixth
year).

The Schedule of Rates printed in the notebook indicated that the subdivider rate was aflat
charge of $295.00 for coverage amounts ranging between $20,000 and $126,000, however,
the filed rates indicated the subdivider discount was 50% of the base rate premium for the
coverage amount as set forth in the applicable brackets. Thus the subdivider rate for $126,000
in coverage should have been $310.00, not $295.00 as set forth in the publicly disseminated
Rate Card.

Finaly, the Schedule of Rates set forth in the notebook deviated from the Company’ s filed

rates. For example the filed rate for $20,000 in coverage in Routt and Jackson County was
$266.00, however, the notebook indicated the premium charge for such was $295.00; $29.00
higher than the filed rate. Thefiled rate for $25,000 in coverage was $283.00, however, the
notebook indicated the premium charge for such was $314.00; $31.00 higher than thefiled

rate. Thefiled rate for $50,000 in coverage was $368.00, however, the notebook indicated the
premium charge for such was $411.00; $43.00 higher than the filed rate.

Recommendation #8:

Within 30 days, the Company should demonstrate why it should not be considered in violaion
of 810-3-1104(1)(a)(I) and (b), C.R.S. and Colorado Insurance Regulations 3 CCR 702-3(3-
5-1(1IV)(A)-(G) & (V)(A)-(F)). Inthe event the Company is unable to provide such
documentation, it should be required to provide evidence demongtrating that the Company has
amended the referenced Notebooks and Rate Cards so that material accurately reflects the
Company’ srates on file with the Colorado Divison of Insurance. In addition, the Company
should be required to demondtrate that it has adopted and implemented procedures which will
assure the accuracy of any information or materid promulgated by the Company with the intent
for public dissemination.



PERTINENT FACTUAL FINDINGS
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RATE APPLICATION




RATING SECTION 1

Schedule of Rates, Fees & Charges

TITLE INSURANCE POLICIES.




Issuel: Failureto provide adequate financial and statistical data of past and
prospective loss and expense experienceto justify certain title insurance premium
rates.

Section 10-4-401, C.R.S,, provides:

(b) Type Il kinds of insurance, regulated by open competition between insurers,
including fire, casudty, inland marine, title insurance, and al other kinds of
insurance subject to this part 4 and not specified in paragraph (a) of this
subsection (3), including the expense and profit components of workers
compensation insurance, which shal be subject to dl the provisons of this part
4 except for sections 10-4-405 and 10-4-406. Concurrent with the effective
date of new rates, type Il insurers shdl file rating data, as provided in section
10-4-403, with the commissioner.

Section 10-4-403, C.R.S,, provides:
(1) Rates shdl not be excessive, inadequate, or unfairly discriminatory.

Colorado Insurance Regulation 3 CCR 702-3(3-5-1)(V11)(K), adopted in part to the authority
granted under §10-4-404, C.R.S. provides:

K. Each title entity on an annuad bass shdl provide to the Commissioner of
Insurance sufficient financid data (and dSatidticd data if requested by the
Commissioner) for the Commissoner to determine if sad title entities rates as
filed in the title entities schedule of rates are inadequate, excessve, or unfarly
discriminatory in accordance with Part 4 of Article4 of Title 10, CR.S.

Each title entity shdl utilize the income, expense and baance sheet forms,
gandard worksheets and indructions contained in the attachments labeled
"Colorado Uniform Financia Reporting Plan” and "Colorado Agent's Income
and Expense Report” designated as attachments A & B and incorporated herein
by reference. Reproduction by insurers is authorized, as supplies will not be
provided by the Colorado Divison of Insurance.

In addition to the above 3 CCR 702-5(5-1-10)(5)(C)(2), (4), and (5) provide:

(2) Every property and casudty company, including those writing workers
compensation and title insurance, is required by this regulation to provide a list
of minimum premiums, schedule of rates, raing plans, dividend plans, individua
risk modification plans, deductible plans, rating classfications, territories, raing
rules, rate manuds and every modification of any of the foregoing which it
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proposes to use. Such filings must state the proposed effective date thereof,
and indicate the character and extent of the coverage contemplated.

(4) Each rule filing mugt identify the kind of insurance, (e.g., Type I), and must
be consstent with the rate filing procedure defined for that type of insurance.
Each filing must be accompanied by a completed copy of the appropriate filing
form prescribed by the Commissoner in a separate Bulletin.

(5 Each rule filing mugt indude a dde-by-sde comparison of any change
proposed. If the proposed rules are not replacing existing rules used by the
filer, then the filer mugt S0 date in thefiling.

BASIC SUBDIVIDER RATE:

The Company’s 1988 base rate manua effective during the period under examination contained
the following volume discount for developers and contractors:

The Company’ srating manua contained the following regarding Subdivision Discount Rates:

BASC SUBDIVISION RATE

50% of the basic schedule of rates.
For each county’ s specific filing see Section B, Title 2. (Effective since 8/1/88.)

NOTE: The basic subdivison rae is available to a builder-developer, of land
within a Sngle subdivison or tract, dl of which is been developed for
sde as separate lots, tracts, or separate individual units of occupancy.
The charges set forth herein are in addition to the charges for the policy
insuring the owner upon acquigition of his estate or interest in the land if
such policy was issued or isto be issued.

Transnation Title Insurance Company, 1988 BASE RATE FILING, Section A, Title 7, Section 7.1
at p. A-7-1(ed. effective 8/1/88).

Pursuant to 3 CCR 702-3(3-5-1(VI1)(K), adopted under the authority granted by §10-4-404,
C.R.S. the examiners requested Company representatives to produce the Company’s 1999 3
CCR 702-3(3-5-1) Attachment A filings containing financia and datidticd detato demondrate
the above cited rate and/or rating rule was not inadequate, excessive, or unfairly discriminatory
as those terms are defined under 10-4-401 et seq., C.R.S. Since the Company was unable to
produce the requested filings, the Company was asked to produce a prospective justification of
the subdivider rate in accordance with the criteria established under the statutes cited above.



The Company’ s response to the examiners request for gatistica and financid judtification of the
Company’s subdivider discount rate did not contain a sufficient judtification of the subdivider
rate as the response did not satisfy the requirements of 810-4-401 et seg., C.R.S. Specifically,
the Company’ s response did not contain pertinent supporting financia or Setistical data. In
addition, the Company’ s response did not consider past and prospective loss and expense
experience and the response did not identify or explain how a reasonable profit provison was
incorporated into the development of builder/developer subdivider discount rates.

ADDITIONAL CHARGESFOR DUPLICATE POLICIES:

The Company’s 1988 Base Rate Manual effective in Colorado during the period under
examination contained the following raterating rule regarding providing insureds with duplicate
policies

DUPLICATE POLICIES
Duplicate palicies in which no additiond insurance is given may be furnished to
the insured a the discretion of the company for a service charge of $20.00
each. The duplicate policy must contain a statement: ‘This policy is issued in
lieu of lost policy number , which is hereby
cancelled.’

Transnation Title Insurance Company, 1988 BASE RATE FILING, Title 3, Section 3.17 at p. A-
3-7(ed. effective 8/1/88).

Pursuant to 3 CCR 702-3(3-5-1(V11)(K), adopted under the authority granted by 810-4-404,
C.R.S. the examiners requested Company representatives to produce the Company’s 1999 3
CCR 702-3(3-5-1) Attachment A filings containing financid and datistica data demondrating
the above cited rate and/or rating rule was not inadequate, excessve, or unfairly discriminatory
asthose terms are defined under 10-4-401 et seg., C.R.S. Since the Company was unable to
produce the requested filings, the examiners requested Company representativesto provide a
prospective judtification of the charge in accordance with the criteria established under the
statutes cited above.

The Company’ s response to the examiners request for satistical and financid judtification of the
duplicate policy charge did not contain a sufficient justification of the cited rate as the response
did not satisfy the requirements of 810-4-401 et seq., C.R.S. Specificaly, the Company’s
response did not contain pertinent supporting financid or datistica data. In addition, the
response did not consider past and prospective loss and expense experience and the response
did not identify or explain how a reasonable profit provision was incorporated into the cited

rate.

COUNTY-BY-COUNTY RATE DEVIATIONS FOR CONCURRENT L ENDER POLICIES.
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The Company’ s rate filing s effective during the period under examination stated that the
premium charge for the smultaneousissue of lender’ s policy when such coverage wasissued in
conjunction with aqualifying owner’s policy was aflat rate of $100.00 in 52 Colorado
Counties®. See Section A, Article 5.1, SIMULTANEOUS | SSUANCE OF LENDER' S POLICY, Rate
Hling effective 4/10/97.

Notwithgtanding the above, the filed rate for the Smultaneous issue of alender’s policy
in Larimer and Weld Counties was $75.00 during the period under examination and the
filed rate for the smultaneous issue of alender’ s palicy in Elbert, Logan, Mesa,
Morgan, Pueblo, Routt and Y uma Counties was $60.00 during the period under
examination.

Pursuant to 3 CCR 702-3(3-5-1(V11)(K), adopted under the authority granted by 810-4-404,
C.R.S. the examiners requested Company representatives to produce the Company’s 1999 3
CCR 702-3(3-5-1) Attachment A filings containing financia and Satigticd deta to demondrate
the above cited rate and/or rating rule was not inadequate, excessve, or unfairly discriminatory
asthose terms are defined under 10-4-401 et seg., C.R.S. Since the Company was unable to
produce the filings, the examiners requested Company representatives to provide a progpective
judtification of the cited rates in accordance with the criteria established under the statutes cited
above.

The Company’ s response to the examiners request for satistical and financid judtification of the
county-by-county fluctuation of concurrent lender policy premium rates was not sufficient
justification of the cited rate and did not satisfy the requirements of §10-4-401 et seq., C.R.S.
Specificdly, the responses did not contain pertinent supporting financid or Satisticd data. In
addition, the Company’ s responses did not consider past and prospective loss and expense
experience and the response did not identify or explain how a reasonable profit provison was
incorporated into the development of the county- by-county rate variation for smultaneous issue
rates.

* The 52 counties included -Adams, Alamosa, Arapahoe, Archuleta, Baca, Bent, Boulder, Chaffe, Cheyenne,
Clear Creek, Congjos, Costilla, Crowley, Delores, Delta, Denver, Douglas, Eagle, El Paso, Fremont, Garfield,
Gilpin, Grand, Gunnison, Hinsdale, Huerfano, Jackson, Jefferson, Kiowa, Kit Carson, Lake, LaPlata, Las
Animas, Lincoln, Mineral, Moffat, Montezuma, Montrose, Otero, Ouray, Park, Phillips, Pitkin, Prowers, Rio
Blanco, Rio Grande, Saguache, San Juan, San Miguel, Sedgwick, Summit, Teller, and Washington.
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COUNTY-BY-COUNTY RATE DEVIATIONS FOR SHORT TERM RE-ISSUE RATES:

During the period under examination the Company’ sfiled rates contained a* short term reissue’
discount for dl title insurance policies issued by the Company within afixed period of any prior
title coverage. Although the Company’ s short term re-issue rate was available throughout
Colorado, the term of digibility and discount percentage varied by county. Specificaly, the
Company’ s rate manua rule provided:

The Company’ s Short Term Re-issue rate is avail able throughout Colorado, however, theterm
of digihility varies by county. Specificdly, the Company’s multi-county rate filing provides:

When a policy is ordered within two years of the effective date of a prior
owner’s, loan or leasehold policy, the charge will be 50% of the amount set
forth in the basic schedue of rates computed at the dollar amount of the prior
policy, the increase, if any, to be computed in accordance with the charges set
forth in the basic schedule of rates in the applicable brackets. When apalicy is
ordered within three (3) years, but more than two (2) years of the origina policy
date of aprior owner’s, loan or leasehold palicy, the charge will be 75% of the
basic schedule of rates in the gpplicable brackets

Transnation Title Insurance Company, SPECIFIC CHARGE PROVISIONS AND VARIANCES FOR
COUNTIES, MULTI-COUNTY, Section B Title 2(ed. effective 3/5/96).

Although the cited reissue discount was available in amgority of the remaining Colorado
Counties, the term of digibility and discount percentage varied by county. Thefollowing chart is
illugtretive of these county-by- county variances.

County(ies) Short Term Rule Date of Applicable | Require a Copy of Prior
Hling Policy
1. | Multi County 0-2years | 50% 3/5/96 NO
2-3years | 25%
2. | Elbert 0-3years | 50% 11/2/92 YES
3. Larimer 0-3years | 50% 8/01/88 YES
4. | Mesa 0-3years | 50% 9/01/89 YES
5. | Morgan 0-2years | 50% 8/01/88 YES
6. | Logan 0-2 years | 50% 8/01/88 YES
7. | Pueblo 0-5years | 50% 3/05/96 YES
8. Routt/Jackson 0-3years | 50% 12/28/90 YES
9. | Wdd 0-3years | 50% 8/01/88 YES
10. | Yuma 0-2 years | 50% 8/01/88 YES

The examiners requested Company representatives to identify the increased risk factors
associated with lender’ s concurrent coverage in those Colorado Counties where the reissue
discount factor was less than 50% and where such discount was not available a 50% for the
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five year term asis the case of Pueblo County. The examiners requested the Company’s
response to include sufficient financial and datistical data to demonstrate the above cited rate
and rating rule was not inadequate, excessive, or unfairly discriminatory in accordance with 10-
4-401 et seq., C.R.S.

The Company’ s response to the examiners request for satistical and financid judtification of the
county-by-county variation of the re-issue discount was not sufficient justification of the cited
rate and did not satisfy the requirements of 810-4-401 et seg., C.R.S. Specificaly, the
responses did not contain pertinent supporting financid or satisticd data. In addition, the
Company’ s responses did not consider past and prospective loss and expense experience and
the response did not identify or explain how a reasonable profit provison was incorporated into
the development of the cited county- by-county rate variation.

COUNTY-BY-COUNTY RATE DEVIATIONSFOR JUNIOR L ENDER RATES:

During the period under examination the Company’ s filed rates contained a base premium
discount for lender’ stitle policies issued to junior lenders. Although the Company’ s junior
lender discount was available throughout Colorado, the discount percentage varied by county.
Specificdly, the Company’ s rate multi county rate manud rule provided:

Junior Lender Rate

Credit of $210.00 for policies insured for $1,000 - $15,000
Credit of $195.00 for policies insured for over $15,000

Transnation Title Insurance Company, SPECIFIC CHARGE PROVISIONSAND VARIANCES FOR
COUNTIES, MULTI-COUNTY, Section B Title 2(ed. effective 4/10/97).

The Company’ s rate filings effective for Pueblo Routt, and Weld Counties provided:

Junior Lender Rate 65% of basic
Transnation Title Insurance Company, SPECIFIC CHARGE PROVISIONS AND VARIANCES FOR
COUNTIES, WELD COUNTY, Section B Title 2(ed. effective 4/10/97); Transnation Title
Insurance Company, SPECIFIC CHARGE PROVISIONS AND VARIANCES FOR COUNTIES, ROUTT
COUNTY, Section B Title 2(ed. effective 4/10/97); Transnation Title Insurance Company,
SPECIFIC CHARGE PROVISIONS AND VARIANCES FOR COUNTIES, PUEBLO COUNTY, Section B
Title 2(ed. effective 3/05/96).
The Company’ s rate filing effective for Larimer County provided:

Junior Lender Rate 75% of badc
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Transnation Title Insurance Company, SPECIFIC CHARGE PROVISIONS AND VARIANCES FOR
COUNTIES, LARIMER COUNTY, Section B Title 2(ed. effective 3/05/97).

Considering the overdl rationa for junior lender rates, the examiners requested Company
representatives to identify the increased risk factors associated with junior lender’ s coverage in
Larimer County where the junior lender’ s discount factor was less than 35%. The examiners
requested the Company’ s response to include sufficient financid and datistical datato
demongtrate the above cited rate and rating rule was not inadequate, excessive, or unfairly
discriminatory in accordance with 10-4-401 et seq., C.R.S.

The Company’ s response to the examiners  request for Satistical and financid judtification of the
county-by-county variation of the junior lender’ s discount was not sufficient judtification of the
cited rate and did not satisfy the requirements of 810-4-401 et seqg., C.R.S. Specificdly, the
responses did not contain pertinent supporting financid or datistica data. 1n addition, the
Company’ s responses did not consider past and prospective loss and expense experience and
the response did not identify or explain how a reasonable profit provison was incorporated into
the development of the cited county- by-county rate variation.

COUNTY-BY-COUNTY RATE FLUCTUATIONS; GENERALLY.

In addition to the Company rating rules discussed above, areview of statewide rate filings made
by the Company and or its Colorado agents, raised certain questions regarding whether the
Company’ s statewide rating scheme complied with the requirements of Colorado law.
Specificdly, the examiners questioned whether variancesin rate charges among different
Colorado counties was unfairly discriminatory under Colorado law or whether the county-by-
county rating scheme in the business of title insurance resulted in excessive rates.

For ingtance, the Company’s rate filings effective during the period under examination for
Boulder and Denver county resultsin different rates charged in each county. The premium
chargesfor abasic ALTA owner’s policy in Denver County were $735.00 on a 100,000
home, or $7.35 per thousand. Each additiona thousand dollars of coverage over and above
100,000 carried an additiona premium charge of $1.95 per thousand.

The premium charges for the same coverage in Larimer County were $559.00 on a 100,000
home, or $5.59 per thousand. Unlike Denver County, each additiond thousand dollars of
coverage over and above the 100,000 but less than $500,000 carried an additiona premium
charge of $1.85 per thousand.

The examiners requested the Company to identify factors supporting disparate premium charges
among severd Colorado Counties. The Company was informed that its response should be a
detailed answer describing past and prospective loss and expense experience. The Company
was a0 asked to demondtrate how a reasonable profit provision is incorporated into the



Company’s premium charges for title coverage, specificaly indicating how the Company’s
investment income offsets the reasonable profit provison.

Pursuant to 3 CCR 702-3(3-5-1(VI1)(K), adopted under the authority granted by §10-4-404,
C.R.S. the examiners requested Company representatives to produce the Company’s 1999 3
CCR 702-3(3-5-1) Attachment A filings containing financid and Satistical data demondrating
the above cited rates and rating rules were not inadequate, excessive, or unfairly discriminatory
in accordance with 10-4-401 et seq., C.R.S. The Company was unable to produce a copy of
the reports so the examiners requested Company representatives to produce financiad and
datidicd judtification of the rate in question.

The Company’ s response to the examiners request for satistical and financid judtification of the
county-by-county rate fluctuations was not sufficient justification of the cited rates and did not
satisfy the requirements of 810-4-401 et seg., C.R.S. Specificdly, the responses did not
contain pertinent supporting financid or satistical data. 1n addition, the Company’ s responses
did not consider past and prospective loss and expense experience and the response did not
identify or explain how areasonable profit provison was incorporated into the development of
county- by-county rate fluctuations.

BASE RATE PREMIUM DISCOUNT FOR ELEEMOSYNARY ORGANIZATIONS:

The Company’ s rating manua contained the following regarding reduced premium charges for
eleemosynary entities:

Churches or Charitable Non+Profit Organizations:

A charge of 50% of the Basic Rate may be charged as to owner’s and/or
lender’s insurance properly paid for by insured churches, chaitable or like
eleemosynary non-profit organizations on property dedicated to church or
charitable use within the normad activities for which such entities were intended.
The Basc Rae, with one discount gpplies on policies issued on dl other

property.

Transnation Title Insurance Company, 1988 BASE RATE FILING, Title 4, Section 4.17(ed.
effective 8/1/88).

Pursuant to 3 CCR 702-3(3-5-1(VI1)(K), adopted under the authority granted by §10-4-404,
C.R.S. the examiners requested Company representatives to produce the Company’s 1999 3
CCR 702-3(3-5-1) Attachment A filings containing financid and datistica data demongtrating
the above cited rate and/or rating rule was not inadequate, excessve, or unfairly discriminatory
in accordance with 10-4-401 et seq., C.R.S. The Company was unable to produce a copy of
the reports so the examiners requested Company representatives to produce financiad and
daidicd judification of the rate in question.



The Company’ s response to the examiners request for gatistica and financid judtification of the
cited entity specific discount was not sufficient justification of the cited rate and did not satisfy
the requirements of 810-4-401 et seg., C.R.S. Specificaly, the response did not contain
pertinent supporting financial or statistica data. 1n addition, the Company’s response did not
congder past and prospective loss and expense experience and the response did not identify or
explain how a reasonable profit provison was incorporated into the development of the cited
entity specific discounts.

Recommendation #9:

Within 30 days, the Company should demonsirate why it should not be considered in violaion
of 810-4-403(1), C.R.S,, 3 CCR 702-3 (3-5-1)(VII), and 3 CCR 702-5(5-1-10) as
gpplicable to the findings addressed in the text above. In the event the Company is unable to
provide such documentation, it should be required to provide the Colorado Division of
Insurance with adequate financid and Statistical data of past and prospective loss and expense
experience to judify the cited Company premium rates, fees, and charges. The filing should
specificdly identify and explain how areasonable profit provison is incorporated into the
development of the Company’ s premium rates, fees and charges.

In addition, the Company should be required to provide written assurance that it will comply
with the requirements of 3 CCR 702-3(3-5-1)(VI11)(K) and submit an annud filing to the
Colorado Divison of Insurance of sufficient financid data (and datistical dataif requested by the
Commissioner) for the Commissioner to determineif sad title entities rates asfiled in thetitle
entities schedule of rates are inadequate, excessive, or unfairly discriminatory in accordance
with 10-4-401, C.R.S. et seq.

Findly regarding this issue, the Company should be required to provide written confirmation
demondtrating that pertinent Company representatives have reviewed Colorado Divison of
Insurance regulation 3 CCR 702-5(5-1-10) which governs rate and rule filing submissons for
dl title insurers soliciting businessin Colorado. The Company’ s written confirmation that
Company representatives have reviewed the regulation should include written assurances that
the Company will comply with the requirements of the regulation.



Issue J: Using rates and/or rating rules not on file with the Colorado Division of
I nsurance and/or misapplication of filed rates.

Section 10-4-401(3), C.R.S,, provides:

(b) Type Il kinds of insurance, regulated by open competition between insurers,
including fire, casudty, inland marine, title insurance, and al other kinds of
insurance subject to this part 4 and not specified in paragraph (a) of this
subsection (3), including the expense and profit components of workers
compensation insurance, which shdl be subject to al the provisons of this part
4 except for sections 10-4-405 and 10-4-406. Concurrent with the effective
date of new rates, type Il insurers shdl file rating data, as provided in section
10-4-403, with the commissioner.

Additiondly, Section 10-3-1104(1)(f), C.R.S,, defines unfair discrimination as.

(1) Making or permitting any unfair discrimination between individuas of the
same class or between neighborhoods within a municipdity and of essentidly
the same hazard in the amount of premium, policy fees, or rates, charged for
any policy or contract of insurance, or in the benefits payable thereunder, or in
any of the terms or conditions of such contract, or in any other manner
whatever;

Conggtent with the provision of 810-4-401 et seq., 3 CCR 702-3(3-5-1) requires dl title
insurers offering coverage in Colorado to comply with Colorado laws and regulations regarding
rates and rating practices. Specificadly, the regulation providesin pertinent parts.

IV. SCHEDULE OF RATES, FEES AND CHARGES--TITLE INSURANCE
POLICIES

A. Every title insurer shal adopt, print and make available to the public a
schedule of rates, fees and charges for regularly issued title insurance policies
including endorsements, guarantees and other forms of insurance coverages,
together with the forms applicable to such fees. . .

...G. Such schedule mugt be filed with the Commissioner in accordance with
Pat 4 of Article 4, Title 10, CR.S, and Section 118, Article 11, Title 10,
C.R.S, and any gpplicable regulation or regulations on rates, rate filings, rating
rules, classfication or Setigtica plans. . . .

...J. No title entity shal quote any rate, fee or make any charge for atitle
policy to any person which is more or less than that currently available to others
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for the same type of title policy in alike amount, covering property in the same
county and involving the same factors as sat forth in its then currently effective
schedule of rates, fees and charges. . . .

. .V. SCHEDULE OF FEES AND CHARGES--CLOSING AND
SETTLEMENT SERVICES

A. Evey title entity shal adopt, print, and make available to the public a
schedule of fees and charges for regularly rendered closing and settlement
Services. . ..

.. .F. Such schedule mugt be filed with the Commissioner in accordance with
Section 118, Article 11, Title 10, C.R.S,, and Part 4 of Article 4, Title 10,
C.R.S, and any applicable regulation or regulations on rates, ratefilings rating
rules, classfication or Setidtica plans. . . .

. .I. No title entity shal quote any fee or make any charge for cloang and
Settlement services to any person which is less than that currently available to
others for the same type d closng and settlement services in a like amount,
covering property in the same county and involving the same factors, as set forth
in its then currently effective schedule of fees and charges.

Colorado Insurance Regulation 3 CCR 702-5(5-1-10)(111)(B)(1) and (4) provide:

(1) Every property and casudty insurer, including workers compensation and
title insurers, are required to file insurance rates, minimum premiums, schedule
of rates, rating plans, dividend plans, individud risk modification plans,
deductible plans, rating classfications, territories, rating rules, rate manuas and
every modification of any of the foregoing which it proposesto use. Such filings
must state the proposed effective date thereof, and indicate the character and
extent of the coverage contemplated.

(4) Each rate filing must be accompanied by rating data, as specified in § 10-4-
403, C.R.S,, including at a minimum past and prospective loss experience, loss
costs or pure premium rates, expense provisions, and reasonable provisons for
underwriting profits and contingencies, considering investment income from
unearned premium reserves, reserves from incurred losses, and reserves from
incurred but not reported |osses

Item number four (4) of the Colorado Division of Insurance' s Company Checklist of
Examination Requirements requested the Company to:
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4. Prepare a pecimen of each policy and endorsement forms in use during the
examination period; include samples of manuscripted endorsements when
applicable. Prepare a copy of dl title insurance rate filings gpplicable to the period
under examination and stamped by the Colorado Division of Insurance. Provide a
schedule of fees and charges for closing and settlement services, which has been
stamped by the Colorado Division of Insurance.

In accordance with the Divison's request, the Company prepared a specimen of each rate
submission made to the Colorado Divison of Insurance for rates effective during the period of
examination.

Review of the Company’s rate submissions demondtrated that the Company was not in
compliance with Colorado Insurance laws regarding rate filing requirements for type Il insurers.
Specifically, athough the rate submissions produced by the Company contained the Colorado
Divison of Insurance' s “RECEIVED” stamp which evidenced the rates were submitted to the
Divison 30 days prior to the intended effective date, none of the filings bore the Colorado
Divison's“FILED” stamp indicating the rates were filed and not returned to the Company by
the Colorado Division of Insurance as incomplete.

Using the rate submissons discussed above as a basdine, the following sample demonstrated
that, in some instances during the period under examination, the Company falled to use rates on
file with the Colorado Divison of Insurance when issuing policies of insurance:

TITLE POLICIESISSUED
January 1, 1999 through December 31, 1999

Population Sample Size Number of Percentageto
Exceptions Sample
44,376 100 78 78%

An examinaion of 100 sysematicaly sdected underwriting and accompanying escrow files,
representing .23% of dl title policiesissued by the Company in Colorado during the period
under examination, showed 78 exceptions (78% of the sample) wherein the Company issued
title insurance policies using rates and/or rating rues not on file with the Divison of Insurance
and/or falled to use rates on file with the Colorado Divison of Insurance when issuing policies of
insurance.

Many files reviewed contained more than one rating error, however, to maintain sample
integrity, each file was consdered as a sngular exception regardiess of the totd errors contained
inthefile. Thus, the exception frequency reported above was 78%, however the 100 files
reviewed contained atota of 132 premium rating errors. The following




chart contains a breskdown of the findings by coverage:

Type of Number of % to Range of Errors
Coverage Errors Sample
(fileerrors)
Owner’s 34 errors 34% Over: $2.00to $199.00 (11 errors)
(34files) Under: $1.00 to $779.00 (23 errors)
Lender’'s 36 errors 36% Over: $3.00 to $183.98 (17 errors)
(36files) Under: $2.00 to $849.00 (19 errors)
Endor sements 62 errors 43% Over: $1.88to $225.00 (34 errors)
(43 files) Under: $3.05 to $79.97 (28 errors)
Total 132 78%* Over: $1.88 to $225.00 (58 errors)
errors* Under: $3.05 to $79.97 (68 errors)
(78 files)

* Totalsfor files and percentages consider counting afile with multiple errors as a single exception.
** Range of error does not include rounding errors.

In nine (9) instances the Company misgpplied its short-term re-issue premium discount, failing to
alow the discount to digible applicants and/or dlowing the discount to indigible gpplicants.
Specificdly, during the period under examination the Company’s rating manua provided:

When apolicy is ordered within two years of the effective date of aprior palicy,
charge will be 50% of the amount et forth in the basic schedule of rates. A
copy of the prior policy or other reasonable evidence of its existence must be
retained in the issuing agent’s file. The 50% rate is to be based on the dollar
amount of the prior policy with any additiona amount to be computed at the
basic schedule of rates. If the policy to be issued has a lesser liability than the
prior policy, the short term rate will be caculated at the applicable percentage
of the basic schedule of rates based upon the ligbility of the policy to beissued.

Transnation Title Insurance Company, 1994 BASE RATE FILING, Title 8, Section 8.10 at p.
39(ed. effective 9/1/94).

Six (6) of the 132 errors were ingtances wherein the Company collected premium charges for
certain limited ligbility lender policies which deviated from the Company’ sfiled rates for such
policies. Specifically, during the period under examination the Company had afiled flat rate of
$125.00 for limited ligbility loan policiesissued in Colorado. Similarly, during the same period
the Company had afiled flat rate of $90.00 for mortgage guarantee policiesissued in Colorado.
In two (2) of the six (6) instances the Company charged $100.00 and $95.00 to issue limited
liability loan policies resulting in undercharges of $25.00 and $35.00 respectively. In four (4)
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ingtances, the Company deviated from the filed rate of $90.00 and overcharged itsinsured's
when issuing title guarantee policies. These overcharges ranged between $5.00 and $65.00.

Twenty-Sx (26) of the 132 were rounding errors in which the Company rounded premium
charges contrary to the Company’ s filed rates and rating rules. Specificdly, the Company’s
1988 Base Ratefiling, effective in Colorado during the period under examination, contained a
rating rule that required dl base premiums to be rounded up the next nearest whole dollar. In
eight (8) of the files the Company expressed the premiums to the nearest penny. Infive (5)
other files the Company rounded premium ca culations down to the next nearest whole dollar.
Expressing base rate premiumsin pennies and/or rounding base rate premium calculations down
the next nearest whole dollar was not in compliance with the Company’ sfiled rates.

Notwithstanding the fact that the Company had a rounding rule pertaining to the base rate
premium, the Company did not have a rounding rule that gpplied to other premium charges,
endorsements, or settlement and closing fees and charges. Six (6) of the Twenty-sx (26)
rounding errors resulted when the Company rounded the premium charges for endorsements
without the benefit of an applicable rounding rule resulting in overcharges ranging between $.10
and $.97.

Although the Company’ s rounding rule required al base premiums to be rounded up to the next
whole dallar, the Company’ s rounding rules did not provide for incrementd or periodic
rounding at various stages during the caculation of premium charges. In the absence of a
rounding rule to the contrary, the examiners caculated the base rate premium for each policy by
carrying dl remaindersto the nearest penny and rounding the end products. In some ingtances,
however, the Company rounded premium calculations a each stage of the rate calculation and
again at thefind product which resulted in seven (7) rate errors with over and undercharges
ranging between $2.00 and $4.00.

The mgority of the remaining 91 errors were rate miscaculation errors resulting in 45
overcharges ranging between $5.00 and $225.00 and 46 undercharges ranging between $5.00
and $849.00.

Recommendation #10:

Within 30 days the Company should provide documentation demonstrating why it should not be
conddered in violation of 88 10-3-1104(1)(f)(I) and 10-4-403, C.R.S., and thefiling
requirements of 3 CCR 702-3(3-5-1). In the event the Company is unable to provide such
documentation, it should be required to provide assurances that al future policieswill be issued
in accordance with filed company rates and dl premium charges will accurately reflect rates on
file with the Colorado Divison of Insurance.

In addition, the Company should be required to file arounding rule and provide written
assurances that the rule will be distributed to Company examiners and other individuds
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respongble for and involved in the process of caculating or determining premium charges to
assure thet the rule will be implemented and followed. Such filing should be submitted to
gppropriate individuas within the rates and forms section of the Colorado Divison of Insurance
with a“FILED” stamped copy subsequently forwarded to the market conduct section.

The Company should dso be required to perform a sdf-audit from January 1, 1999 to present
and return any excess monies collected as determined by the self-audit. The sdf-audit should
be performed in accordance with Colorado guidelines for self-audits.

Finaly, the Company should be required to review its procedures pertaining to rate submissons
and filings and produce evidence demondtrating that the Company has reviewed and amended
those procedures to assure the Company will retain copies of Company rates baring the
Colorado Divigon of Insurance’ s “FILED” stamp as evidence that the subject rate or rates
were filed in compliance with the requirements of 810-3-401 et seq., C.R.S.
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Issue K: Engaging in unfairly discriminatory rating practices and adopting raterules
and/or premium chargesthat are excessive, unfairly discriminatory and/or adopting
rating rulesor premium chargesthat improperly favor producers of titleinsurance
business.

Section 10-3-1104(1)(f)(I1), C.R.S,, defines an unfair method of competition or deceptive act or
practice in the business of insurance as

(1) M&king or permitting any unfair discrimination between individuds of the
same class or between neighborhoods within a municipdity and of essentidly
the same hazard in the amount of premium, policy fees, or rates charged for any
policy or contract of insurance, or in the benefits payable thereunder, or in any
of the terms or conditions of such contract, or in any other manner whatever;

Section 10-4-403, C.R.S,, provides:

(1) Rates shall not be excessve, inadequate, or unfairly discriminatory.
Sections 10-11-108(c) and (d), C.R.S,, provide:

A title insurance company or title insurance agent shdl not. . .

(c) Give or receive or atempt to give or receive remunerdion in any form
pursuant to any agreement or understanding, ora or otherwise, for the
referrd of title insurance business;

(d) Give or receive or attempt to give or receive any portion or percentage of
any charge made or received in connection with the business of title
insurance if such charge is not for services actudly rendered. For purposes
of this article, "services actualy rendered” shal include but not be limited to
a reasonable examination of a title, including instruments of record, and a
determination of insurability of such title in accordance with sound
underwriting practices, "sarvices actudly rendered’ shdl not include the
mere referrd of title insurance business.

Colorado Insurance Regulation 3 CCR 702-3(3-5-1(VI1)(A) and (B), provide in pertinent parts:

A. In addition to any and dl acts which may be proscribed sawhere in Title 10,
no title entity shdl pay, furnish, or agree to pay or furnish, ether directly or
indirectly, to or on behdf of any of the persons listed in this paragraph A, any
commisson or any pat of the fees or charges or anything of vaue, in
connection with any pagt, present, or future title insurance business, any closing
and settlement services or any other title business:
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1. Any producer of title business, or any associate thereof;

B. The following is a partid, but not dl-inclusive, list of acts and practices which
are consgdered unlawful inducements proscribed by this Regulation, and the
Colorado gtatutes pertaining to the business of insurance. . .

4 Paying for, furnishing or offering to pay for or furnish to or for any
of the persons described in A. of this article by way of reward,
inducement or compensation with respect to any padt, present or
future title insurance business or any closing and settlement services
or other title business, anything of materid vaue. . .

7. Charging less than the scheduled rate, fee or charge for a specified
titte or dosng and setlement sarvice, or for a policy of title
insurance.

For purposes of the regulation cited above, 3 CCR 702-3(3-5-1)(111)(F) defines a*“ producer
of titleinsurance’ as

F. “Producer of title budness’ includes any person engaged in the trade,
business, occupation or profession of:

1. Buyingor sling interestsin red property;
2. Making loans secured by interestsin red property; and,

3. Acting as agent, representative, atorney, or employee of a person who
buys or sdls any interest in red property or who lends or borrows money
with such interest as security. (Notwithstanding the foregoing no title entity
acting in the capacity of agent for any of the above parties in performing the
business of title insurance shal be deemed to be a producer of title
busness)

Colorado Insurance Regulation 3 CCR 702-3(3-5-1(V1)(B)(11), prohibits title insurers from:

Accumulating, crediting or deferring the charge for atitle policy or closing and settlement
servicesin order to ‘qudify’ the charge for said policy and alater transaction for alower rate.

UNFAIRLY DISCRIMINATORY RATING PRACTICES-FAILING TO OFFER AND/OR PROVIDE
QUALIFIED APPLICANTSWITH FILED COMPANY BUNDLED L OAN PREMIUM DISCOUNT:




Notwithstanding the discussion under Issue J above regarding premium discount errors, the
Company’s 1997 rate filing, effective throughout Colorado during the period under examination,
contained the following premium discount rule:

Streamline (Bundled) Loan and Endorsement Package

When a loan policy isissued insuring a loan which is replacing or revamping a
deed of trust within aprior 10 year period; the policy may be issued for 50% of
the basic schedule of rates. An endorsement package including compressve
endorsement form 100, form 8.1, and ether form 115.1 or 115.2 issued in
conjunction with a policy insuring such revamping or replacement loans may be
issued at a charge of $50.00

Transnation Title Insurance Company, 1997 RATE FILING, (ed. effective 4/10/97).

Although the streamline bundled loan discount was filed to be effectivein al Colorado counties,
asde from the Company’s Denver metro area schedule of rates, the rate did not appear in any
schedule of rates prepared by the Company for public dissemination in accordance with the
requirements of 3 CCR 702-3(3-5-1(1V). The Company’sfailure to include therate in the
Company’ s various schedules of rates composed and distributed to the public with the intent to
comply with the requirements of Colorado law demonstrated the rate, though available state
wide, was not publicized or offered outside the Denver metro area. In addition, areview of the
following sample demongtrated the Company failed to honor the discount when issuing

qudifying title policies:

TITLE POLICIESISSUED
January 1, 1999 through December 31, 1999

Population Sample Size Number of Percentageto
Exceptions Sample
44,376 100 11 11%

An examination of 100 systematicdly sdected underwriting and accompanying escrow files,
representing .23% of dl title policies issued by the Company in Colorado during the period
under examination, showed 11 exceptions (11% of the sample) wherein the Company issued
title insurance policies and endorsements and failed to offer and/or provide the sireamline
bundled loan discount to qudified gpplicants for title insurance coverage.

The 11 palicies reported here were digible for the cited discount, however, the files did not
reflect the discount was ever offered or provided. The end result was that the policies should
have been issued at a Sgnificant reduction in premium resulting in overcharges ranging between
$1.00 and $320.00. The range is somewhat mideading in that the premium for the policy issued
to the insured that was overcharged $1.00 was calculated using other discount factors. The




average overcharge in the 11 reported policies was $97.14 with a medium overcharge of
$160.50.

In addition to the premium discount, according to the Company’ sfiling each policy should have
been issued with endorsements 100, 8.1, and either form 115.1 or 115.2 at an additional
charge of $50.00. Ingtead, 6 of the 11 policies were issued with endorsements 100 and 8.1 for
afull premium charge totaling $70 resulting in an additiona $20.00 overcharge per policy.
Furthermore, the Company’ sfalure to issue the form 115.1 or 115.2 endorsement with the
policy and charging full premium for the form 100 and 8.1 endorsements resulted in insureds
paying higher premium charges for less coverage.

Eight (8) of the 11 policies were issued with endorsements 100, 8.1, and 115.2, however, the
endorsements were not issued at the $50.00 bundled rate. Instead, each endorsement was
issued at 100% of the filed rate with combined charges ranging between $70.00 and $195.00.
After factoring in the $50.00 bundled charge for the endorsement package, this practice
resulted in additional per policy overcharges ranging between $20.00 and $144.00.

BUILDER — DEVELOPER BULK RATES:

The Company’s 1994 rate filing, effective in Pueblo County during the period under
examinaion, contained a volume discount for certain developers or subdividers of properties.
Specificdly, the Company’ s rating manud contained the following Builder/Developer Bulk Rate
Discount:

Builder - Developer Bulk Rate

Rate applies when an owner’s policy is issued on a sde transaction from a
Builder/Developer for which the Company has documented sdes exceeding 30

per year.

A. The charge shdl be 30% of the basic schedule of rates based upon
the amount of the sale being insured. . .

Transnaion Title Insurance Company, SPECIFIC CHARGE PROVISIONS AND VARIATIONS FOR
COUNTIES, PUEBLO COUNTY, Title 2, Section B at p. B-2-5 (ed. 9/1/94).

Section 10-11-108(c), C.R.S. prohibits insurers from giving remuneration for the referrd of title
insurance business. In addition, 3 CCR 702-3(3-5-1)(VI)) prohibitstitle insurersfrom
providing premium discounts as an inducement for any padt, present or future title insurance
business. The builder/developer bulk rate provides a graduated discount to builders or
developers. The discount increases in relation to the amount of units the builder or developer
anticipates producing in a cdendar year. Although the rule does not facidly require referrd of
the developer’ s business, the graduated discount scheme whereby the developer’ s discount
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increases based on the producer’ s production implies the discount contemplates referra or
receipt of the developer’ s future business. Insomuch as the cited rate contemplates past present
and/or future referral business, the rate conflicts with Colorado law.

3 CCR 702-3(3-5-1)(VI)(A) prohibits title insurers from discounting premium charges for or on
behdf of any producer of title insurance business. A “producer of title insurance business’ is
defined by the regulation as* any person engaged in the trade, business, occupation or
professon of buying or sdling interest in redl property or making loans secured by interestsin
red property.” Allowing a premium discount to a producer or producers of title insurance
business smply because such entity is a builder, developer, or investor isin direct conflict with
Colorado law. The Company’s builder/developer bulk rate provides a discounted premiums to
producers of title insurance business.

Any volume or bulk discount available to producers of title insurance that is contingent solely
upon the producer providing the Company with afixed threshold of title insurance order’ s and,
in order to remain digible for the discount, requires the producer to sustain that threshold fails
under Colorado law because the rating scheme is remunerative and anticipates past, future,
and/or prospective repeat business. Despite possible justification of the Company’s bulk rate
or volume discount, bulk or volume premium discounts for producers of title insurance business
are prohibited under Colorado law as such discounts provide improper inducements for future
or prospective title insurance business.

DISCRETIONARY RATING RULE REGARDING VALUATION OF L EASEHOLD POLICIES:

The Company’s 1994 Base Rate Manua effective in Colorado during the period under
examination contained the following rating rule regarding vauation of leasehold policies

COMMERCIAL OR RESIDENTIAL LEASEHOLD OWNER'SPOLICY:

C. Abgract Retirement Rate

The minimum charges may be computed on either the full vaue of the land and
exising improvements or on alesser amount relating to the term of the lease as
follows

a)  Lessthan twenty-five (25) years — ten (10) times the annua rentd.

b)  Twenty-five (25) years or more but less than fifty (50) years — twenty
(20) timesthe annud rentd.

c) FHfty (50) years or more — the full vdue of the land and exiding
improvements.



d) Insurance in excess of the minimum amount may be isued a the
appropriate insurance rate.

Transnation Title Insurance Company, 1988 BASE RATE FILING, Title 6, Section 6.1(C) &t p.
A-6-2(ed. effective 8/1/88).

The cited rating rule contained a permissve dement which stated that the minimum charges
“may be computed on ether the full value of the land and existing improvements or on alesser
amount related to the term of thelease.” The rule afforded Company agents the opportunity to
manipul ate premium charges by determining the value of the policy. Permissive, discretionary
rating rules that dlow for potentia disparate treatment between individuas of the same class and
of essentidly the same hazard in the amount of premium charged violate Colorado anti-
discrimination statutes.

DISCRETIONARY INSPECTION CHARGE.

The Company’s 1988 Base Rate Manual, effective during the period under examination,
contained the following rate variations regarding ingpection charges:

Ingpection Charge: If the issuance of a commitment or endorsements requires a
physica inspection of the property, a minimum charge of $25.00 ismade. If an
order is canceled after an ingpection has been made, the charge thereof is
added to the fee for cancellation of the order.

Transnation Title Insurance Company, 1988 BASE RATE FILING, Title A, Section 8.4 at p. A-
8-2(ed. effective 8/1/88).

The cited rule stated that the $25.00 inspection chargeisa“minimum” charge, however, the rule
failed to identify or establish any articulable standards for determining additional charges. The
absence of ancillary guiddines for determining additiona charges rendered the rule ambiguous.
Without additiona guiddines for determining additiond charges, any ingpection charge assessed
over thefiled rate of $25.00 was | €ft to the discretion of the issuing agent. Discretionary rating
rules alow for potentia disparate trestment between individuas of the same class and of
essentialy the same hazard in the amount of premium charged and such violate Colorado anti-
discrimination statutes.

DISCRETIONARY RULE PERTAINING TO REFUND OF COMMITMENT CANCELLATION
CHARGES:

The Company’ s 1988 Base Rate Manud effective in Colorado during the period under
examination contained the following regarding an abgtract retirement rate:
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CREDIT FOR CANCELLATION CHARGES ON COMMITMENTS

A. Where no substantia change in the title has occurred subsequent to the
origind commitment, the order may be reopened and al or a portion of the
cancdllation charge for the commitment may be credited on a subsequent
policy charge within the following time periods from the date of the
commitment: Within 24 months 100% credit d the cancdlation charge
toward the policy charge; over 24 months. No credit for the cancellation
charge.

B. Where asubgtantia change in the title has occurred subsequent to the date
of commitment and a palicy is to be issued covering additiona documents,
the insurance rate gpplicable shdl be charged and no credit will be dlowed
for the cancellation charge.

Transnation Title Insurance Company, 1988 BASE RATE FILING, Title 3, Section 3.15 a pp. A-
3-6(ed. effective 8/1/88).

The cited rating rule contained a permissive eement which stated that, at the discretion of the
issuing agent, “where no subgtantial change in the title has occurred subsequent to the origind
commitment, an order may be reopened and dl or a portion of the cancellation charge for the
origind commitment may be credited on a subsequent policy” within certain time periods. Asde
from the time periods during which the percentage of the amount refunded is reduced over time,
no guiddines were provided for determining when an agent mugt refund or credit such charges.

DISCRETIONARY RULE PERTAINING POLICY CORRECTION CHARGES:

The Company’ s rating manua contained the following rule regarding policy corrections:
CORRECTIONS DUE TO ERROR OR MISUNDERSTANDING:

The charge for a policy to correct an error or misunderstanding not the fault of
the company, by or between the parties to the transaction will be a minimum
service charge of $25.00 and a maximum service charge of $250.00.

Transnation Title Insurance Company, 1988 BASE RATE FILING, Title 3, Section 3.18 at p. A-
3-7(ed. effective 8/1/88).

The cited rule established a charge for correcting policy errors not resulting from or atributable
to acts of the Company. Therating rule established arange for the charge, however, the rule
faled to identify or establish any articulable standards for determining the actua charges within
the established range. The absence of ancillary guiddines for determining charges within the
range rendered the rule ambiguous. Without additiona guiddines for determining additiond
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charges, any correction fee or charge assessed within the range was lft to the discretion of the
Company and/or issuing agent. Discretionary rating rules dlow for potentid disparate trestment
between individuds of the same dass and of essentidly the same hazard in the amount of
premium charged and such violate Colorado anti-discrimination satutes.

L IMITING COVERAGE OFFERED TO CERTAIN COLORADO COUNTIES AND/OR FAILING TO
OFFER PARTICULAR TITLE INSURANCE PRODUCTSTO ALL COLORADO CONSUMERS:

The Company’s schedules of rates and fees established a commercid discount rate. The base
premium for commercia risks was the same as the rate for resdentid risks for the first
$100,000. The discount factor for the commercid rate began at $100,001 in coverage and
increased incrementally with coverage. For instance, in accordance with the Company’sfiled
rates, the base rate premium charge was discounted $.05 per thousand for commercia risks
exceeding $100,000 and less than $500,000 for that portion of the premium representing the
increase in coverage over $100,000. The premium charges for commercia risks with coverage
between $500,000 and 1 million was discounted $.15 per thousand for that portion of the
premium representing the increase in ligbility over $500,000. This commercid risk discount was
available throughout Colorado with the exception of nine (9) counties (Elbert, Jackson,
Larimer, Logan, Mesa, Morgan, Routt, Weld, and Yuma).

3 CCR 702-3(3-5-1)(1V)(E)) establishes that title insurers may charge different title insurance
ratesin different Colorado counties. The differentid charges, however, must be judtifiable and
cannot be inadequate, excessive or unfairly discriminatory as those terms are defined by §10-4-
401, C.R.S. Thefact that the commercid discount rate is unavailable and disfavor insured's
located in a handful of Colorado countiesis a prima fasciaindication of discrimination, however,
rates are not contrary to Colorado law unless such rates are unfairly discriminatory. Colorado
law provides that unfair discrimination exigtsif, after dlowing for practica limitations, price
differentids fall to reflect equitably the differences in expected losses and expenses. A rateis
not unfairly discriminatory solely if different premiums result for policyholders with like loss
exposures but different expenses, or like expenses but different loss exposures, so long asthe
rate reflects the differences with reasonable accuracy.

Furthermore, rates are excessive if they arelikely to produce along run profit thet is
unreasonably high for the insurance provided or if expenses are unreasonably high in relation to
services rendered. §10-4-403(1)(a), C.R.S.

The examiners requested Company representatives to produce financid and Satistical datato
demongtrate the above cited rates and/or rating rules were not excessive or unfairly
discriminatory as those terms are defined under 10-4-401 et seq.  The Company was unable to
produce such information which demondtrated the unavailability of the Company’s commercid
discount rate in the nine (9) enumerated counties was excessive and unfairly discriminatory.
Additiondly, falling to make title insurance products available for dl qudified Colorado
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goplicants or limiting coverage in Colorado by territory without adequate justification is contrary
to the provisions of §810-3-1104(1)(f)(II) and 10-4-401 et seq., C.R.S.

M ISCELLANEOUS DISCRETIONARY RATESAND/OR RATING RULES:

The Company’ s filed rates during the period of examination, January 1, 1999 through
December 31, 1999, contained the following rates/rating rules which included a permissive
element. Moreover, the following rating rules did not include clear articulable standards or
guidelines regarding when and under what circumstances an agent was to gpply the rate and/or
what rate the agent was to apply:

Territory | Effective Rate/Rating Rule PAGE
(County) Date (section)

Larimer 3/05/96 | Premium Charge for Foreclosure Guarantee B-2-4
for limits of liability over $300,000-Range of
$300 to $500 with no articulable standards for
determining premium charges within the range.

Larimer 3/05/96 | Endorsement 116-Minim charge of $50.00 with | Section A
no articulable standards for determining additional | Article9.1
charges. (Larimer)

Larimer 3/05/96 | Nonresidential Closing & Settlement B-2-4
Ser vices- Range of $100 to $500 with no
articulable standards for determining fees and
charges within the range.

Mesa 9/01/94 | Nonresidential Closing & Settlement B-2-5
Ser vices- Range of $100 to $1,000 with no
articulable standards for determining fees and
charges within the range.

Pueblo 3/05/96 | Premium Charge for Foreclosure Guarantee B-2-18
for limits of liability over $300,000-Range of
$300 to $500 with no articulable standards for
determining premium charges within the range.

Pueblo 3/05/96 | Nonresidential Closing & Settlement B-2-4
Ser vices- Range of $50 to $500 with no
articulable standards for determining fees and
charges within the range.

Pueblo 3/05/96 | Endorsement 116-Minim charge of $50.00 with | Section A
no articulable standards for determining additional | Article9.1
charges. (Pueblo)

Routt 4/10/97 | Nonresidential Closing & Settlement B-2-6
Ser vices- Range of $150 to $1000 with no
articulable standards for determining fees and
charges within the range.

70




Rouitt

4/10/97

Premium Charge for Foreclosure Guarantee
for limits of liability over $300,000-Range of
$300 to $500 with no articulable standards for
determining premium charges within the range.

B-2-6
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Territory | Effective Rate/Rating Rule PAGE
(County) Date (section)
10. Wed 4/10/97 | Endorsement 116-Minim charge of $50.00 with | Section A
no articulable standards for determining additional | Article9.1
charges. (Weld)
11 Weld 4/10/97 | Premium Charge for Foreclosure Guarantee B-2-7
for limits of liability over $300,000-Range of
$300 to $500 with no articulable standards for
determining premium charges within the range.
12. Wed 4/10/97 | Nonresidential Closing & Settlement B-2-7
Ser vices- Range of $100 to $500 with no
articulable standards for determining fees and
charges within the range.
13 Yuma 9/01/94 | Residential Closing & Settlement Services- B-2-23
Range of $1.00 to $1,000 with no articulable
standards for determining fees and charges within
the range.
14. Yuma 9/01/94 | Related Services Charge- Range of $150 to B-2-23
$500 with no articulable standards for determining
fees and charges within the range.
15. Yuma 9/01/94 | Loan Closing & Settlement Services- Range B-2-23
of $1.00 to $1,000 with no articulable standards
for determining fees and charges within the
range.
16.| Maetro- 4/10/97 | Endorsement 116-Minim charge of $50.00 with | Section A
Multi no articulable standards for determining additional | Article 9.1
County charges.
17.| Metro- 4/10/97 | Streamline Bundled Loan & Endorsement B-2-4
Multi Package- Rule indicates issuing agent may issue
County apolicy at the cited discount rate. Provided the
applicant is qualified, agent should be required to
provide discount.
18.| Metro- 4/10/97 | Premium Charge for Foreclosure Guarantee | Section B
Multi for limits of liability over $300,000-Range of Title 2
County $300 to $500 with no articulable standards for
determining premium charges within the range.
19.| Metro 4/10/97 | Nonresidential Closing & Settlement Section B
Multi Ser vices- Range of $300 to $500 with no Title 2
County articulable standards for determining fees and

charges within the range.

The cited rateg/rating rules contained a permissive eement that |eft application and/or
interpreteation of the rate or rule to the discretion of the issuing agent. No guidelines or
articulable sandards were provided for determining charges that exceeded the minimums, fell
below the maximums, or were within the ranges identified above. Ambiguous, discretionary
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rating rules dlow disparate trestment between individuds of the same class and of essentidly the
same hazard in the amount of premium charged and such violate Colorado anti- discrimination
datutes.

Recommendation #11:

Within 30 days, the Company should demondirate why it should not be considered in violaion
of 8810-3-1104(1)(f)(11), 10-4-403 et seg., C.R.S,, 10-11-108, C.R.S,, and 3 CCR 702-3
(3-5-1) et s=9. In the event the Company is unable to provide such documentation, it should be
required to provide evidence demonstrating the Company has amended its Colorado Agency
Manua and withdrawn any other filed rates and/or rating rules so that the materiad excludes any
remunerdive, excessve or unfarly discriminatory rates.
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IssuelL: Failureto maintain adequate policy records and/or other information
necessary for reconstruction of therating and/or underwriting of title policiesissued by
the Company.

Pursuant to the authority granted by 8 10-1-109, C.R.S,, Colorado Insurance Regulation 1-1-7
was adopted to assst the commissioner in carrying out market conduct examinationsin
accordance with Colorado law. Colorado Insurance Regulation 1-1-7 providesin pertinent

parts:
B. RECORDS REQUIRED FOR MARKET CONDUCT PURPOSES

1. Every insurer/carier or related entity licensed to do business in this date
shdl maintain its books, records, documents and other business records so
that the insurer'scarrier's or related entity's clams, rating, underwriting,
marketing, complaint, and producer licenang records are readily avalable
to the commissioner. Unless otherwise stated within this regulation, records
shall be maintained for the current calendar year plus two cdendar years.

2. A policy record shdl be maintained for each policy issued in this date.
Policy records shdl be maintained for the current policy term, plus two
cdendar years, unless otherwise contractualy required to be retained for a
longer period. Provided, however, documents from policy records no
longer required to be maintained under this regulation, which are used to
rate or underwrite a current policy, must be maintained in the current policy
records. Policy records shal be maintained as to show clearly the policy
term, bass for rating and, if terminated, return premium amounts, if any.
Policy records need not be segregated from the policy records of other
dates so long as they are readily available to the commissioner as required
under this rule. A separate copy need not be maintained in the individua
policy records, provided that any data relatiing to that policy can be
retrieved. Policy records shdl include:

b. Thegpplication for each palicy, if any;

c. Dedadion pages, endorsements, riders, termination notices, guidelines or
manuas associated with or used for the rating or underwriting of the policy.
Binder(s) shal beretained if a policy was not issued; and

d. Other information necessxy for recondruction of the raing and
underwriting of the policy.
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TITLE POLICIESISSUED
January 1, 1999 through December 31, 1999

Population Sample Size Number of Per centage to
Exceptions Sample
44,376 100 3 3%

An examination of 100 systematically sdected underwriting and accompanying escrow files,
representing .23% of dl title policies issued by the Company in Colorado during the period
under examination showed 3 exceptions (3% of the sample) wherein the Company falled to
adequatdy document underwriting/rating files sufficient to dlow the examiners to determine
compliance with Colorado law.

Two (2) of the 3 files were not sufficiently documented to alow the examiners to reconstruct
premium and/or closing and settlements fees and charges and/or to determine whether the
Company was in compliance with or followed its own rating rules and/or underwriting guideines
when issuing title insurance policies and/or conducting closings.

In one (1) other exception the Company charged $750.00 for “information commitment”,
however, the file was not adequately documented for the examiners to determine whether or not
this charge was in compliance with the Company’ s filed rates.

Recommendation #12:

Within 30 days, the Company should provide written documentation demongrating why it
should not be considered in violation of 3 CCR 702-1(1-1-7), as authorized by 810-1-1009,
C.R.S. Inthe event the Company is unable to provide such documentation, it should be
required to provide evidence demonstrating the Company has reviewed its procedures
pertaining to record maintenance to ensure future compliance with the regulation.

Once the Company has reviewed those procedures, the Company should be required to
demondtrate it has amended its record keeping and file maintenance practices and implemented
procedures which will assure underwriting files will be maintained so each file contains
declaration pages, endorsements, riders, guideines or manuals associated with or used for the
rating or underwriting title policies, and any other information necessary for reconstruction of the
rating and underwriting of the policy.
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RATING SECTION 2

Schedule of Rates, Fees & Charges

CLOSING & SETTLEMENT SERVICES.
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Issue M: Failing to file a schedule of fees and chargesfor closing and settlement
services with the Colorado Division of Insurance and/or using closing and settlement
service feesand charges not on file with the Colorado Division of I nsurance.

Section 10-4-401(3), C.R.S. provides:

(b) Typell kinds of insurance, regulated by open competition between

insurers, including fire, casudty, inland marine, title insurance, and dl other kinds
of insurance subject to this part 4 and not specified in paragraph (a) of this
subsection (3), including the expense and profit components of workers
compensation insurance, which shdl be subject to dl the provisons of this part
4 except for sections 10-4-405 and 10-4-406. Concurrent with the effective
date of new rates, type Il insurers shdl file rating data, as provided in section
10-4-403, with the commissioner.

Additiondly, Section 10-3-1104(1)(f), C.R.S,, defines unfair discrimination as.

(I Making or permitting any unfair discrimination between individuas of the
same class or between neighborhoods within a municipdity and of essentialy
the same hazard in the amount of premium, policy fees, or rates, charged for
any policy or contract of insurance, or in the benefits payable thereunder, or in
any of the terms or conditions of such contract, or in any other manner
whatever;

Conggent with the provison of 810-4-401 et seq., 3 CCR 702-3(3-5-1) requires dl title
insurers offering coverage in Colorado to comply with Colorado laws and regulations regarding
rates and rating practices. Specificdly, the regulation provides in pertinent parts:

IV. SCHEDULE OF RATES, FEES AND CHARGES--TITLE INSURANCE
POLICIES

A. Every title insurer shal adopt, print and make available to the public a
schedule of rates, fees and charges for regularly issued title insurance policies
including endorsements, guarantees and other forms of insurance coverages,
together with the forms gpplicable to such fees. . .

...G. Such schedule mugt be filed with the Commissioner in accordance with
Pat 4 of Article 4, Title 10, C.R.S,, and Section 118, Article 11, Title 10,
C.R.S, and any applicable regulation or regulations on rates, rate filings, rating
rules, classfication or Setigtica plans. . . .




. ...J. No title entity shall quote any rate, fee or make any darge for atitle
palicy to any person which is more or less than that currently available to others
for the same type of title policy in alike amount, covering property in the same
county and involving the same factors as set forth in its then currently effective
schedule of rates, fees and charges. . . .

. . .V. SCHEDULE OF FEES AND CHARGES--CLOSING AND
SETTLEMENT SERVICES

A. Evey title entity shal adopt, print, and make available to the public a
schedule of fees and charges for regularly rendered cdosing and settlement
Sarvices. . . .

.. .F. Such schedule mugt be filed with the Commissioner in accordance with
Section 118, Article 11, Title 10, C.R.S,, and Part 4 of Article 4, Title 10,
C.R.S, and any applicable regulation or regulations on rates, rate filings, rating
rules, classfication or Setidtica plans. . . .

. .I. No title entity shal quote any fee or make any charge for cloang and
Settlement services to any person which is less than that currently available to
others for the same type of closng and settlement services in a like amount,
covering property in the same county and involving the same factors, as set forth
in its then currently effective schedule of fees and charges.

Colorado Insurance Regulation 3 CCR 702-5(5-1-10)(111)(B)(1) and (4) provide:

(1) Every property and casudty insurer, including workers compensation and
title insurers, are required to file insurance rates, minimum premiums, schedule
of raes, ratiing plans dividend plans, individud risk modification plans,
deductible plans, rating classfications, territories, rating rules, rate manuas and
every modification of any of the foregoing which it proposesto use. Such filings
must state the proposed effective date thereof, and indicate the character and
extent of the coverage contemplated.

(4) Each rate filing must be accompanied by rating data, as specified in § 10-4-
403, C.R.S,, including a a minimum past and prospective loss experience, loss
costs or pure premium rates, expense provisions, and reasonable provisons for
underwriting profits and contingencies, considering investment income from
unearned premium reserves, reserves from incurred losses, and reserves from
incurred but not reported |osses

Item number four (4) of the Colorado Divison of Insurance’s Company Checklist of
Examination Requirements requested the Company to:
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4. Prepare a specimen of each policy and endorsement forms in use during the
examination period; include samples of manuscripted endorsements when
applicable. Prepare a copy of dl title insurance rate filings gpplicable to the period
under examination and stamped by the Colorado Division of Insurance. Provide a
schedule of fees and charges for closing and settlement services, which has been
stamped by the Colorado Divison of Insurance.

In accordance with the Divison's request, the Company prepared a specimen of al Company
rate filing addressing the Company’ s fees and charges for closing and settlement services that
were submitted to the Colorado Division of Insurance and effective during the period of
examination, January 1, 1999 to December 31, 1999..

Review of the Company’ sfilings demongtrated that the Company was not in compliance with
Colorado Insurance laws regarding rate filing requirements for type Il insurers. Specificdly,
athough the rate submissions produced by the Company contained the Colorado Division of
Insurance s “RECEIVED” slamp which evidenced the rates were submitted to the Divison 30
days prior to the intended effective date, none of the filings bore the Colorado Divison's
“FILED” stamp indicating the rates were filed and not returned to the Company.

Furthermore, upon inception of the examination, the examiners requested the Company to
produce any and al agency specific rate manuas and/or agency or county specific rate manuals,
pamphlets, workbooks, or other written materid pertaining to Company rates and fees. In
response to that request, the Company produced five (5) separate notebooks containing rates
and rating rules for agencies located in eleven (11) Colorado Counties (Adams, Arapahoe,
Denver, Douglas, Jackson, Jefferson, Larimer, Park, Pueblo, Routt and Weld). These
notebooks were produced in afashion suitable for public dissemination with the intent to comply
with the publication requirements of 3 CCR 702-3(3-5-1)(IV)(A)-(J), and (V)(B)-(1)). The
notebooks a so contained copies of abbreviated rate cards made available to the public asa
quick reference to Company rates and chargesin the respective county.

Additiondly, in response to the examiners' request for copies of any and dl agency specific rate
manuas and/or agency or county specific rate manuds, pamphlets, workbooks, or other written
materia pertaining to Company rates and fees, the Company produced five (5) additiona rate
cards covering six (6) additional Colorado Counties (Clear Creek, Elbert, Gilpin, Mesa,
Morgan, and Yuma). Asin the case of the notebooks
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discussed above, these rate cards were made available to the public as a quick reference to
Company rates and charges in the respective county and were produced in afashion suitable for
public dissemination with the intent to comply with the publication requirements of 3 CCR 702-

3(3-5-D(IV)(A)-(I), and (V)(B)-(1)).

Close review of the Notebooks and Rate Cards disclosed that the Company was not in
compliance with Colorado law. Specificaly, the schedule of fees and charges for closng and
settlement services set forth in the Notebooks and Rate Cards contained alist of certain
ancillary charges, however, severd of the ancillary charges were not filed with the Colorado
Divison of Insurance.

One of the most comprehensive ligt of ancillary feeswas alist of charges assessed for closings
conducting in Larimer County. These ancillary charges were asfollows:

Andllary Fees.

Tax Information Services

(indluding county certification) $15.00
Overnight Courier Services $15.00
Release Facilitation $15.00
Document Preparation Charge $5.00
Cashier’s Check $5.00
Wires Out $15.00

Commonwealth Land Title Insurance Company, RATE AND SETTLEMENT CHARGES FOR
LARIMER COUNTY. P.1, (ed. 3/5/96).

Failure to file the above listed charges and feesis in violation of the cited statutes and
regulations.

Notwithstanding the fact that , severd of the above cited ancillary charges were not filed with
the Colorado Division of Insurance, many of the ancillary charges contained in the Notebooks
and Rate Cards werein direct conflict with the Company’ s filed schedule of fees. Specificaly,
the Company’ s 1988 Base Rate Manud, effective in Colorado during the period under
examination provided:

OUT OF POCKET EXPENSE REIMBURSEMENTS cost
(Including but not limited to)




Specid postage or freight

Long digtance cdls

Recordings, tax certificates, and status reports

Bank Feesfor wires, certified checks, and cashiers checks
Document preparation by outside attorney

Transnation Title Insurance Company, 1988 BASE RATE FILING, 8A, Title 2, Article 2.5 (ed.
effective 8/1/88).

The cited Company rating rule indicated that the charge for miscellaneous expenses accruing
ancillary to any red estate and/or loan closings conducted by the Company was the actua cost
of the given ancillary expense. Simply stated, the rule provided that, while there is no additiona
fee associated with the enumerated costs and services, the Company passed the actual cost or
expense of the ancillary charge to the customer. Contrary to the “out of pocket expense
reimbursement rule’ cited above, the ancillary charges set forth in the Company’ s Notebooks
and Rate cards included both the actua cost of the expense and a surcharge or handling fee.
For example, when the examiners questioned the Company’s practice of charging aflat fee for
recording rel eases the Company indicated:

The Company views the &dilitation of releasing underlying loans, which can
involve lengthy and multiple follow-up contacts, and possible execution title
company rdeases, and indemnification of the public trustees for logt or
unavallable notes, as a service that requires charges.

Likewise, when questioned about its policy of charging aflat fee for tax certificates the
Company responded:

The Company has dways viewed our provisons of tax informéation as a
comprehengve sarvice including the acquisition of county certified informeation
and the ddivery of that information. Outsde vendor, software, and network
connections, additional handling and processing of files and ddivery requires
that our changes go beyond the actua county cost for a certification.

The Company aso indicated that it charged a handling fee for express mail/ courier charges
which occur incident to conducting closings. Specificaly, when question about its policy of
charging flat fees for express mail/courier services the Company indicated:

The Company has aways viewed our provisons of specid or overnight
mail/courier services as sarvice inclusve of express vendor fees, equipment,
software, and supplies together with a charge for handling.
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The Company’ s practice of charging more than the actua costs incurred for recording releases,
obtaining tax certificates, and/or conducting express mailings wasin direct conflict with the
Company’ sfiled fee rule regarding out of pocket expenses for ancillary charges. Although the
Company’ s rule indicated the Company only required reimbursement for expenses resulting
from these services, the other Company written procedures and Company practice indicated
the Company violated its own fee filing and charged insured’ s monies exceeding the actud cost
or expenses incurred whenever the Company obtained a certification of taxes due, recorded a
releases, or used express mail servicesin the course of a conducting a closing.

In addition, the following sample demongtrated that the Company conducted closing and
settlement services in Colorado during the period under examination and collected unfiled rates,
fees, and charges for such services and/or deviated from the filed rate when caculating or
assessing such charges:

TITLE POLICIESISSUED
January 1, 1999 through December 31, 1999

Population Sample Size Number of Per centage to
Exceptions Sample
44,376 100 85 85%

An examination of 100 systematically sdected underwriting and accompanying escrow files,
representing .23% of dl title policiesissued by the Company in Colorado during the period
under examination showed 85 exceptions (85% of the sample) wherein the Company
conducted red estate closing and settlement services in coordination with the issuance of title
insurance policies and collected fees and charges for the closing and settlement services which
deviated from the Company’s closing and settlement services fee schedule filed with the
Colorado Divison of Insurance.

Many files reviewed contained more than one rating error, however, to maintain sample
integrity, each file was consdered as a sngular exception regardiess of the totd errors contained
inthefile. Thus, the exception frequency reported above was 85%, however the 100 files
reviewed contained atota of 263 closing and settlement rating errors. All rating errorsfel into
specific sub-categories of closing and settlement fees and charges as discussed and outlined
below.
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OVERCHARGES FOR MISCELLANEOUS FEESASSOCIATED WITH
REAL ESTATE & LOAN CLOSINGS CONDUCTED IN COLORADO

Express Fee Charges

In fifty nine (59) of the 85 reported files (59% of the sample), the Company collected monies
from insureds for express mail and/or courier charges. Further review of Company files and the
Company’s unfiled ancillary fee schedules demongtrated that, whenever a closing required an
express mailing, the Company’s practice was to charge aflat fee for the chargesincurred. The
Company’ sflat fee for express mailings generdly ranged between $15.00 and $20.00 per
maling.

Asindicated above, none of the Company’ srates on file with the Colorado Divison of
anticipate or provide for any additiona charges or fees over an above the actua costs incurred
for any express mailing conducted in associated with express deivery charges. Since the actud
charges incurred in relation to these mailing charges was rarely documented in many of thefiles
reported here, a complete range of error in over or undercharges was not discernable, however,
in those file were the actud charges were discernable the overcharges ranged between $9.92
and $24.68.

Tax Certificate Charges

Sixty-two (62) of the 85 reported files (62% of the sample) contained overcharges related to
tax certificates obtained by the Company prior to issuing title policies as required by 810-11-
122, C.R.S. and on behdf of insureds in conjunction with closing services performed by the
dogng ertity.

Specificaly, areview of 100 underwriting and escrow files demonstrated that, during the period
under examination, the Company had a practice of charging aflat fee for tax certificates
obtained in compliance with 810-11-122, C.R.S. and in conjunction with closings services
regardiess of the actud cost incurred in obtaining the tax certificate. The practice of charging a
flat fee for tax certificates (flat rate fees ranged between $15.00 and $20.00 per tax certificate®)
generdly resulted in the Company charging excess funds for tax certificates obtained. Since the
Company failed to file any flat rate or fee with the Colorado Division of insurance regarding
fadlitating the acquisition of and/or obtaining tax certificates, any monies collected in excess of
the actuad cost of obtaining the tax certificates resulted in the collection of an unfiled fee. The 62
errors resulted in overcharges ranging between $5.00 and $70.00 on a per file basis.

® Range does not include instances in which the Company collected tax certificate fees that were not
reasonably related to its general practice of charging afixed fee for obtaining or facilitating the acquisition of
atax certificate.
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Release Fees

In fifty-nine (59) of the 85 reported files (59% of the sample), the Company collected monies
from insureds for recording releases and/or facilitating the recordation of releases. Further
review of Company files and the Company’ s unfiled ancillary fee schedules demonstrated that,
whenever a closing required recordation of arelease of a prior Deed of Trust, the Company’s
practice was to charge aflat fee for the facilitation of obtaining and recording the release. The
Company’ sflat fee for obtaining and recording such releases generaly ranged between $19.00
and $35.00 per release.

Asindicated above, none of the Company’ s rates on file with the Colorado Divison of
anticipate or provide for any additiona charges or fees over an above the actud costsincurred
for obtaining releases. Since the files reviewed were not always itemized to show the actud
number of releases obtained for the release charges shown, a complete range of error in over or
undercharges was not discernable, however, in those file were the actud charges were
ascertainable the overcharges ranged between $3.00 and $54.00.

Notwithstanding the fact that the Company’ s practice was to charge aflat fee for recording
releases and/or facilitating the recordation of releases, only 34 of the files reviewed here resulted
in overcharges. The remaining 25 files were undercharges resulting from the Company’s
gpparent failure to collect release charges. These 25 files resulted in undercharges ranging
between $16.00 and $48.00.

Miscellaneous Closing and Settlements Fees and Char ges

14 (14) of the 85 reported files (14% of the sample) contained overcharges made by the
Company and/or its agents for miscellaneous expenses incurred in conducting closings. Such
expenses include such things as wire fees, document preparation charges, and cashier’s check
charges. Asin the case of express mail and recording charges discussed above, many of the
overcharges resulted from the Company and/or its agents charging flat rates to defray the costs
of such sarvices. Since neither the Company or its agents filed any flat ratesto cover these
miscellaneous expenses, al monies collected in excess of the actud cost of performing or
obtaining such goods or services resulted in the collection of unfiled fees. The 14 errors
resulted in overcharges ranging between $5.00 and $10.00.



OVERCHARGES & MISCALCULATIONSOF FILED CLOSNG FEES

Closing Fees

Fifty (50)° of the of the 85 reported files (50% of the sample) contained rating errorsin which
the Company deviated from the Company’ s schedule of fees and charges for regularly rendered
closng and settlement services, filed with the Colorado Divison of Insurance. Specificdly, the
files contained rating errorsin which the Company made charges for basic closing fees that
deviated from the Company’ sfiled fee schedule. The 50 files contained atota of 69 errors
resulted in 65 overcharges ranging between $10.00 and $200.00 and 4 undercharges ranging
between $10.00 and $25.00.”

Twenty-two (22) of the 50 files contained rating errors for charges associated with red
edate dosings. Of these 22 files, 21 files contained errors resulting in overcharges
ranging between $50.00 and $200.00. One (1) of the 22 files contained arating error
that resulted in a $25.00 undercharge.

Forty-seven (47) of the 50 files contained rating errors for charges associated with loan
closngs. Of these 47 files, 44 files contained errors resulting in overcharges ranging
between $10.00 and $115.00. Three (3) of the 47 files contained rating errors resulted
in undercharges ranging between $10.00 and $25.00.

Recommendation #13:

Within 30 days the Company should provide documentation demonstrating why it should not be
consdered in violation of 88 10-3-1104(1)(f)(11) and 10-4-403, C.R.S,, and thefiling
requirements of 3 CCR 702-3(3-5-1). In the event the Company is unable to provide such
documentation, it should be required to demondtrate that it has reviewed its procedures relating
to thefiling of rates and rating rules and has implemented procedures which will assure future
compliance with the filing requirements of the law.

® Many of the 50 files reported here contained rating errors regarding closing fees for both the real estate
and lender closing transaction. Where multiple closing fee errors occurred within afile, the file was only
reported asasingle error.

" The range of error reported here is based on the miscal culation or misapplication of asingle closing fee,
either real estate or lender. The range does not represent the total monetary error contained in afile with
multiple closing fee errors.
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PERTINENT FACTUAL FINDINGS

Rdding to

CLAIMS SETTLEMENT PRACTICES




Issue N: Failureto adopt and/or implement reasonable standardsfor the prompt
investigation of claims.

Section 10-3-1104(1)(h)(111), C.R.S,, defines an unfair claims settlement practice as.

(111) Faling to adopt and implement reasonable standards for the prompt
invedtigation of dams arising under insurance policies.

TITLE CLAIMSMADE
January 1, 1999 through December 31, 1999

Population Sample Size Number of Percentage to
Exceptions Sample
60 50 21 42%

An examination of 50 sysematically sdected clam files, representing 83% of dl title dams
submitted to the Company in Colorado during the period under examination, showed, showed
21 exceptions (42% of the sample) wherein the Company failed to adopt and/or implement
reasonable sandards for the prompt investigation of claims arisng under insurance policies.

Some files reviewed contained more than one error, however, to maintain sample integrity, each
filewas consdered as asngular error regardiess of the totd errors contained inthefile. Thus,
the exception frequency reported above was 42%, however the 50 files reviewed contained a
total of 24 errors. As specified by the heading of thisissue, the 44 errorsfell into two broad
categories. One category was comprised of errors resulting from the Company’ sfailure to
implement its own claim handling procedures. The second category resulted from the
Company’ sfailure to adopt certain rules and/or procedures requisite to facilitate the prompt
investigation or handling of clams arisng under title insurance policies. Specific findings were as
follows.

l. FAILURE TO IMPLEMENT COMPANY STANDARDS FOR PROMPT
INVESTIGATION OF CLAIMS

Failing to Obtain Policy and/or Complete Agent Policy Verification Checklist In
Compliance with Company Claims Manual:

During the period of examination, Juy 1, 1999 to June 30,1999, The Company’s
Clams Manud contained the following rule:

Without ddlaying one' s handling of the dlaim, but prior to the closing of the clam

file, the clams counsd must obtain a policy copy from NPC (Nationd
Processing Center), fill out an Agent Policy Verification
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Checklist, CLT 3334 Ed. 8/93 (exhibit 27) and digtribute the form as
designated.

Transnation Title Insurance Company, CLAIMS MANUAL, p.3 (ed. 9/93).

Notwithstanding the cited requirement, the Company failed to obtain a copy of the referenced
NPC policy and/or an “ Agent Policy Verification Checklig” in 11 of the 50 claim files reviewed
and in which the slandard applied. The error frequency reported hereis augmented by the fact
that only 11 of the 50 cdlam files reviewed were subject to this standard and required the
Company’ s clams manager to acquire a copy of the underlying policy from the Company’s
Nationa Processing Center and complete the referenced agent’ s policy verification checklist.

Specificdly, the cited rule only gpplied to claims on policies written by independent agents.
Only 11 of the 50 files reviewed were clams arising from policies issued by independent agents.
Therefore, the cited standard only gpplied in 11 of the 50 filesreviewed. The Company faled
implement this claim handling procedure in dl 11 filesin demondrating thet, whenever the
standard applied, the Company’ s exception frequency was 100%.

Failing to Adopt and/or Implement a“Tickler” or other such Reminder System to
Facilitate Periodic Review of Open Claim Files:.

During the period under examination the Company’s Claims Manud contained the following
rules regarding monitoring and prompt, timely review and investigetion of clams.

Clams officers should review individud clam files a appropriate intervas,
prompted by a suspense or tickler system; each file should be organized so that
the one reviewing it would be able to readily ascertain the higtory and status of
thecdam.

A suspense or tickler system is designed to facilitate file dispostion by cregting
mandatory review dates. This may be accomplished by severa methods, the
amplest of which is assgning a review date by marking the file number on a
cdendar under that date. Each day, the file notes should ke reviewed. A
second but smilar method is designed to accommodate a large volume of
cdams. Each file is represented by an index card filed under an appropriate
review date. This method permits easy reassgnment of review dates.

Transnation Title Insurance Company, CLAIMS MANUAL, p.2 (ed. 9/93).
The Company failed to implement the cited standard in 7 of the 50 claim files reviewed wherein

dam filesremained open, idle, and void of any file notes or other documentation for periods
ranging between 61 and 292 days demonsirating the files were not reviewed at reasonable



intervalsto facilitate the disposition of the respective clam in accordance wit the cited Company
rule.

Failureto implement Company Rule Requiring Company Adjusters To Monitor Claims
Assigned To Outside Counsel:

The Company’s Claims Manud contained the following rules regarding retention and use of
outside counsd!:

Claims officers are charged with the responsible of directing and monitoring the
activity of outsde counsd. . . .

. .Clams officers must complete the top portion of the COUNSEL
RETENTION/EVALUATION FORM CLT-3118 each time counsd is
retained and send a photocopy to the Senior Clams Counsd and the daims
Department- Philadelphia before or at the time the first draft for attorney fees or
related expensesis submitted. . . .

.. .The degree or frequency of contact necessary to maintain control of aclam
cannot be generdized. Nevertheess, it is expected that clams officers will
clearly define retained counsdl’s role, discuss litigation srategy and estimate
codts at the outset of the time counsdl is retained. Unless the size of the case
does not judtify incurring the expense, the clam officer should request retained
counsd to furnish a written andyss of the case (within 30 days of retention)
outlining options available to protect the client’s interest and move the case
promptly to fina concluson. Further, clams officers should maintain a continua
diaogue with retained counsd and review the progress of active dams a lest
monthly.

Transnation Title Insurance Company, CLAIMS MANUAL, pp. 12 & 13 (ed. 9/93).

In 4 of the 50 claim files reviewed by the examiners the Company retained outside counsd to
assg in handling the respective daim and subsequently forwarded expenses for fees and related
services to the attorney without first obtaining and completing the requisite Counsel
Retention/Evauation Form.

In addition, the absence of any file documentation, periodic updates, and correspondence
between the adjuster and outside counsdl in these files indicated that the Company’s clams
manager did not comply with provisons of the Company’s Clams Manua cited above which
required more active interaction between the adjuster and outside counsdl.
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. FAILURE TO ADOPT REASONABLE STANDARDS FOR PROMPT
INVESTIGATION OF CLAIMS

Failureto Adopt Proceduresto Avoid Delaysin Investigating Claims Caused by
I nadequate Response Time Between Regional Claims Office and L ocal Oper ations:

One (1) of the 21 files reviewed demongtrated that, in some instances in Colorado during the
period under examination, investigation of claims was unnecessarily delayed by poor
communications between the Company’ s Claims Office located in Sesttle, Washington and
regional Colorado operations. Specificaly, Company claims managers located in Seettle,
Washington often relied on information provided by the Company’ s Denver Research Center in
making initia determinations into coverage. One of the dlam filesreviewed by the examiners
contained internal processing delays caused by the failure of the Company’s Denver Research
Center to prioritize and/or timely respond to requests for information submitted by the
Company’s Claims Office located in Seeitle, Washington. This resulted in an unnecessarily
delaying the processing of the dam.

Based on this finding, the examiners requested the Company to indicate whether the Company
had any procedures or guidelines during the period under examination which would require loca
operations (including agents) to provide timely responses to the State and Regiond claims
offices. The Company indicated that it was not aware of specific procedures maintained by
branch offices for assstance with investigation.

Failing to Adopt Reasonable Standardsto Address Agencies Handling Claims or
Failing to Implement Standar ds Concer ning Agencies Handling of Claims.

At the outset of the examination, the examiners requested the Company to provide the following
information for the examiners to review for each of the Company’s agents writing business for
the Company in Colorado during 1999:

1. Alig of dl dams (or inquires regarding coverage) submitted to any of the Company’s
agencies during 1999 which were not reported, submitted or otherwise turned over to
or paid or denied by the Company or a Company clams agent/adjuster. Thelist should
be comprised of both claims paid and denied by the Company’ s agent, and ;

2. Copiesof any manuads, memorandums, directives, procedures, letters, guidelines or any
materias used by your agency to handle dlams (inquiries);

The Company response to the above cited requests provided in pertinent parts:

Insomuch as the Company is aware, Transnation agents did not handle clams
or such matters which were not reported, submitted, or otherwise turned over
or pad or denied by the company. Agents are ingtructed to forward al such
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meatters immediately to the company legd department in Denver, Colorado or
the Seettle Claims Center.

Materias such as those listed are not issued to agents inasmuch as agents are
not authorized to handle claims or such matters for the Company.

An examination of 50 systematically sdlected clamsfiles demongtrated thet, in at least one
ingtance, the Company alowed one of its agentsto handle aclam. Notwithstanding the fact
that the agent immediately notified the Company of the claim, the Company did not
acknowledge, monitor, or track the claim until 313 days later and instead alowed the agent to
handle, monitor, and/or track the claim during that initid period.

Congdering the fact that the Company dlowed the agent to handle, monitor, and/or track the
clam for the first 313 days after the Company first received notice of the claim, the examiners
again requested the Company to produce written documentation demongtrating the Company
had adopted reasonable claims handling procedures addressing Situations in which agents were
alowed to handle Company clams. The Company indicated that no such procedures existed.

In this dlam file the Company’ s agent undertook to adjust/handle the claim during the interim
period from the date the Company first received notice of the clam until the time the Company
intervened, 313 days after the notice. Although atitle insurer may delegate the authority to
adjust clams, delegation of that authority does not relieve an insurer form its statutory charge of
adopting and implementing reasonable procedures to assure the prompt investigation of clams.

Notwithstanding the above, the Company indicated that its claims practices disdlow agents
from handling Company dams. In thisinstance the Company received prompt notification of
the claim from the issuing agent in accordance with the Company’s stated practices. The
Company, however, declined to acknowledge, monitor, or track the clam for the first 313 days
and ingtead alowed the agent to handle the claim during that initid period. The Company’s
failure to assume the investigation and handling of the claim after the agent provided the
Company with prompt notification of the claim does not gppear to comply with the Company’s
gated clam procedures. Colorado law requires title insurers to implement their own clams
handling procedures.

Recommendation #14:

Within 30 days, the Company should provide documentation demonstrating why it should not
be consdered in violation of § 10-3-1104(1)(h)(111), C.R.S. In the event the Company is
unable to show such proof, it should provide evidence that it has reviewed al Company rules,
manuas and procedures relaing to the investigation and handling of clams and thet it has
adopted reasonable procedures to assure the Divison of Insurance that dl clams will be
acknowledged, handled, adjusted, and/or investigated in accordance with Colorado Insurance
Laws.
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The Company should aso be required to review its Claims Manud and currents clams handling
procedures and amend, reform, and/or update either the manua or procedures so that the
Company’s Clams Manud is an accurate reflection of current Company clams handling
procedures. Any update or amendments of the manual should incorporate and address changes
in the Company’ s claims operation systems, software, and programs pertinent to processing,
handling, and documenting clams. Highlighted corrected sections of the Company’s Clams
Manua should be submitted to the Market Conduct Section of the Colorado Division of
Insurance.
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I ssue O: Failureto acknowledge and act reasonably promptly upon communications
with respect to claimsarisng under insurance policies.

Section 10-3-1104(1)(h)(I1), C.R.S,, defines an unfair claims settlement practice as.

(1 Failing to acknowledge and act reasonably promptly upon communications with respect
to dams arisng under insurance policies.

TITLECLAIMSMADE
January 1, 1999 through December 31, 1999

Population Sample Size Number of Per centage to
Exceptions Sample
60 50 3 6%

An examination of 50 sysematicaly sdected clam files, representing 83% of dl title clams
submitted to the Company in Colorado during the period under examination, showed 3
exceptions (6% of the sample) wherein the Company failed to acknowledge and/or act
reasonably promptly upon communications with respect to clams arisng under insurance
policies.

Two of the three (3) reported files contained an error related to the Company’ sfalureto timely
acknowledge claims rdated communications. 1n both exceptions the insured sent notice of their
respective clam to Company agents. One delay was attributable to the fact that the Company’s
agent failed to forwarded the clam to the Company for 26 days and the Company did not
acknowledged receipt of the claim notice until 42 days after the insured first submitted the
notice. This does not appear reasonable as defined such term is set forth under § 10-3-
1104()(h)(I1), C.R.S.

In another instance the Company’ s agent received notice of aclam and immediately and
promptly forwarded the claim to the Company. Notwithstanding the fact that the Company’s
agent forwarded the claim to the Company, the Company alowed its agent and the insured's
attorney to continue investigating the maiter and did not acknowledge the clam with the insured
until 313 days after the insured firg notified the agent of the daim.

A third file contained an exception related to the Company’ s failure to acknowledged and /or
act reasonably promptly upon clams related communications. In this instance the Company
failed to respond and/or provide timely response to a claimants multiple requests for a coverage
decision demondtrating noncompliance with Colorado laws requiring insures to acknowledge
and act reasonably promptly upon communications with respect to claims arisng under
insurance policies.
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Recommendation #15:

Within 30 days, the Company should provide documentation demonsrating why it should not
be consdered in violaion of § 10-3-1104(1)(h)(11), C.R.S. In the event the Company is
unable to provide such information, it should provide evidence that it has reviewed its
procedures relaing to the handling of claims and that it has adopted reasonable procedures to
assure the Division of Insurance that dl communications with repect to dams arisng under
insurance policies will be acknowledged and acted upon in accordance with satutory
requirements.



| ssue P: Failureto produce and/ or maintain adequate claimsrecordsfor market
conduct review.

Pursuant to the authority granted by 8 10-1-109, C.R.S,, Colorado Insurance Regulation 1-1-7
was adopted to assst the commissioner in carrying out market conduct examinationsin
accordance with Colorado law. Colorado Insurance Regulation 1-1-7 providesin pertinent

parts:
C. RECORDS REQUIRED FOR MARKET CONDUCT PURPOSES

2. Every insurer/carrier or related entity licensed to do business in this Sate
ghall maintain its books, records, documents and other business records so
that the insurer'scarrier's or rdlaed entity's clams, rating, underwriting,
marketing, complaint, and producer licensng records are readily avalable
to the commissioner. Unless otherwise stated within this regulation, records
shdl be maintained for the current caendar year plus two caendar years.

3. A policy record shdl be maintained for each policy issued in this Sate.
Policy records shdl be maintained for the current policy term, plus two
caendar years, unless otherwise contractually required to be retained for a
longer period. Provided, however, documents from policy records no
longer required to be maintained under this regulation, which are used to
rate or underwrite a current policy, must be maintained in the current policy
records. Policy records shdl be maintained as to show clearly the policy
term, bads for rating and, if terminated, return premium amounts, if any.
Policy records need not be segregated from the policy records of other
dates s0 long as they are readily avalable to the commissioner as required
under this rule. A separate copy need not be maintained in the individua
policy records, provided that any data relating to that policy can be
retrieved. Policy records shdl include:

a The gpplication for each palicy, if any;

e. Dedadion pages, endorsements, riders, termination notices, guiddines or
manuas associated with or used for the rating or underwriting of the policy.
Binder(s) shall be retained if a policy was not issued; and

f. Other informaion necessary for recondruction of the rating and
underwriting of the policy.

3. Clam files shdl be maintained so as to show dearly the inception, handling
and digposition of each clam. A clam file shdl be retained for the caendar
year inwhich it is dosad plusthe next two calendar years.
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4. Records rdating to the insurer's'carrier's or related entity's compliance with
this state's producer licenang requirements shdl be maintained, which shal
include the licensing records of each agency and producer associated with
the insurer or related entity. Licensing records shdl be maintained so as to
show clearly the dates of the gppointment and termination of each producer.

5. The complaint records required to be maintained under Section 10-3-1104,
C.R.S. and Regulation 6-2-1.

Records required to be retained by this regulation may be maintained in paper,
photograph, microprocess, magnetic, mechanica or eectronic media, or by any
process which accurately reproduces or forms a durable medium for the
reproduction of arecord. A company shdl be in compliance with this section if
it can produce the data which was contained on the origind document, if there
was a paper document, in a form which accurately represents a record of
communications between the insured and the company or accurately reflects a
transaction or event. Records required to be retained by this regulation shal be
reedily available upon request by the commissioner or a designee. Failure to
produce and provide a record within a reasonable time frame shall be deemed a
violation of this regulation, unless the insurer or related entity can demondrate
that there is a reasonable judtification for that delay.

TITLE CLAIMSMADE
January 1, 1999 through December 31, 1999

Population Sample Size Number of Per centage to
Exceptions Sample
60 50 4 8%

An examination of 50 sysematicaly seected clam files, representing 83% of dl title clams
submitted to the Company in Colorado during the period under examination, showed 4
exceptions (8% of the sample) wherein the Company failed to adequately document claim files
sufficient to alow the examiners to determine compliance with Colorado law. Specificdly, in
these 4 exceptions claim files were not adequately documented to clearly show the inception,
handling and/or disposition of the respective clam.




Recommendation #16:

Within 30 days, the Company should provide written documentation demonstrating why it
should not be considered in violation of 3 CCR 702-1(1-1-7), as authorized by §10-1-109,
C.R.S. In the event the Company is unable to provide such documentation, it should be
required to provide evidence demonstrating the Company has reviewed its procedures
pertaining to record maintenance in the context of clams handling.

Once the Company has reviewed those procedures, the Company should be required to
demondrate it has amended its claims manua and implemented procedures which will assure
clam fileswill be maintained S0 asto dearly show the inception, handling and disposition of
each clam and generaly assure future compliance with the requirements of the law.
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PERTINENT FACTUAL FINDINGS

Rdding to

FINANCIAL REPORTING




Issue Q: Failureto filea Colorado Uniform Financial Reporting Plan and/or failureto
submit an annual filing of sufficient financial data to justify Company rates.

Section 10-4-404, C.R.S. providesin part:

(1) The commissioner shdl promulgate rules and regulations which shal require
each insurer to record and report its loss and expense experience and such
other data, including reserves, as may be necessary to determine whether rates
comply with the standards set forth in section 10-4-403. Every insurer or réting
organization shdl provide such information and in such form as the
commissioner may require. No insurer shal be required to record or report its
loss or expense experience on a classfication basis that is inconsstent with the
rating system used by it. The commissoner may designate one or more rating
organizations or advisory organizations to asss him in gatheing and in
compiling such experience and data. No insurer shall be required to record or
report its experience to a rating organization unless it is a member of such
organizetion.

Colorado Insurance Regulation 3 CCR 702-3(3-5-1(VI1)), adopted in part to the authority
granted under 810-4-404, C.R.S. provides:

K. Each title entity on an annuad bass shdl provide to the Commissoner of
Insurance sufficient financid data (and dSetigticd data if requested by the
Commissioner) for the Commissoner to determine if sad title entities rates as
filed in the title entities schedule of rates are inadequate, excessive, or unfarly
discriminatory in accordance with Part 4 of Article 4 of Title 10, CR.S.

Each title entity shdl utilize the income, expense and baance sheet forms,
gandard worksheets and indructions contained in the attachments labeled
"Colorado Uniform Financia Reporting Plan” and "Colorado Agent's Income
and Expense Report” designated as attachments A & B and incorporated herein
by reference. Reproduction by insurers is authorized, as supplies will not be
provided by the Colorado Divison of Insurance.

3 CCR 702-3(3-5-1) requires dl title insurers authorized to provide coverage in Colorado to
annudly file a“Colorado Uniform Financid Reporting Plan” in aformat described and
appended to the regulation as “ Attachment A”.

In addition, the regulation requires dl title insurersto file sufficient financia data and, upon
request, statistica data to judtify the title insurers rates and otherwise assure the rates used by
the Company comply with the requirements of 810-4-403 et. Seq., C.R.S., and are not
excessive, inadequate, or unfairly discriminatory.




A review of the Company’s 1999 financial statement and related documents and filings
demondtrated that the Company failed to file a Colorado Uniform Financiad Reporting Plan [3
CCR 702-3 (3-5-1) attachment A] asrequired by the regulation. In addition, the Company
failed to file sufficient financid datato dlow the Divison to determine whether rates used by the
company were excessve, inadequate, or unfairly discriminatory.

Recommendation #17:

Within 30 days, the Company should demonsirate why it should not be considered in violaion
of the financid datafiling requirements established under 3 CCR 702-3(3-5-1(VI11)(K)). Inthe
event the Company is unable to provide such documentation, it should be required to provide
evidence that it has amended its annud filing procedures so that those procedures anticipate
filing of the Colorado Uniform Financid Reporting Plan (Schedule A). The Company should
aso be required to provide written assurances that it will annudly file sufficient financid datato
alow the Commissioner to determine whether the insurers rates are inadequate, excessive, or
unfarly discriminatory and otherwise assure future compliance with Colorado financia reporting
and filing laws.
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SUMMARY OF RECOMMENDATIONS

for

EXAMINATION REPORT ON

TRANSNATION TITLE INSURANCE COMPANY

RECOMMENDATION PAGE
NUMBER NUMBER

TOPIC

1 12

2 16

Issue A: Falure to maintain minimum standards
in arecord of written complaints.

I ssue B: Falureto provide written notification
to prospective insureds of the Company’s
generd requirements for the deletion of the
standard exception or exclusion to coverage
related to unfiled mechanic's or materidman’s
liens and/or the availability of mandatory GAP
coverage.

Issue C: Misrepresenting the benefits,
advantages, conditions or terms of insurance
policies by omitting applicable endorsements.

I ssue D: Failing to adopt, print, and/or make
avallable to the public a schedule of rates, fees
and charges for regularly issued title insurance
policies and/or regularly rendered closing and
Settlement services.

I ssue E: Falureto obtain written closing
ingtructions from all necessary parties when
providing closing and/or settlement services for
Colorado consumers.

Issue F: Falureto follow Company
underwriting procedures and/or guidelines and
discriminatory underwriting practices.

I ssue G: Issuing title insurance policies without
obtaining a certificate of taxes due.

I ssue H: Making, issuing, and/or circulating an
estimate, circular, statement and or sales
presentation which misrepresents the benefits,
advantages, conditions, and/or terms of title
insurance policies.
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SUMMARY OF RECOMMENDATIONS

for

EXAMINATION REPORT ON

TRANSNATION TITLE INSURANCE COMPANY

RECOMMENDATION
NUMBER

PAGE
NUMBER

TOPIC

10

11

12

13

14

55

60

72

74

90

Issue | : Falureto provide adequate financid
and datistica data of past and prospective loss
and expense experience to judtify certain title
insurance premium retes.

I ssue J: Using rates and/or rating rules not on
filewith the Colorado Divison of Insurance
and/or misgpplication of filed rates.

I ssue K: Engaging in unfairly discriminatory
rating practices and adopting rate rules and/or
premium charges that are excessive, unfairly
discriminatory and/or adopting rating rules or
premium charges that improperly favor
producers of title insurance business.

Issue L: Failure to maintain adequate policy
records and/or other information necessary for
recongtruction of the rating and/or underwriting
of title policiesissued by the Company.

I ssue M : Failing to file a schedule of feesand
charges for closng and settlement sarvices with
the Colorado Division of Insurance and/or using
closing and settlement service fees and charges
not on file with the Colorado Divison of
Insurance.

I ssue N: Failure to adopt and/or implement
reasonable standards for the prompt
invedtigetion of dams.
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SUMMARY OF RECOMMENDATIONS

for

EXAMINATION REPORT ON
TRANSNATION TITLE INSURANCE COMPANY

RECOMMENDATION PAGE TOPIC
NUMBER NUMBER
15 93 I ssue O: Failure to acknowledge and act

reasonably promptly upon communications with
respect to clams arisng under insurance policies.

16 96 I ssue P: Failureto produce and/ or maintain
adequate clams records for market conduct
review.

17 99 I ssue Q: Falureto file aColorado Uniform

Financid Reporting Plan and/or falure to submit
an annud filing of suffident financid datato
judtify Company rates.
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EXAMINATION REPORT SUBMISSION

Independent Market Conduct Examiners
Duane G. Rogers, Esq.,
&
J. Reuben Hamlin, Esqg.,
participated in this examination and in the preparation of this report.
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